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New methods are now available for identification and control of raw materials, parts and finished products as 
involved in: production, storage, shipping and receiving. Integrated with other common language machines or 
used independently, Dashew’s Electronic DATABOSSER V100-EW makes possible systems of unprecedented 
efficiency where record writing and/or identification are required. Data reduction sources @ automatically 
activate and cycle all operations—including type setting —of @ the DATABOSSER V100-EW for high speed 
production of © dasHapiate metal identification and writing tags. At the rate of up to 5000 per hour the 
DATABOSSER automatically embosses fixed and/or variable data and can simultaneously: attach tying wires, 
emboss sequence numbers, coat characters for easy reading and notch plates for sorting or coding. In con- 
junction with color-coded, chemical & weather resistant DASHAPLATES and other specialized Dashew tools, 
the Electronic DATABOSSER will: expedite operations, cut clerical costs, eliminate costly mistakes and provide 


better control. 

A Dashew Systems Engineer is at your service. Write for further information. 

DASHEW BUSINESS MACHINES, ING. [bh 
5886 Smiley Drive, Culver City, California / Cable: DASHEWS 


























The school’s 24-page catalogue 
is available free upon request. 
Address your card or letter to 
the Secretary, IAS.... 












The IAS 
RESIDENT FINAL EXAMINATION 





O.. of the unique features of IAS training is the 
Resident Final Examination, introduced in 1925. This 
plan has made a direct contribution to the success of 
thousands of IAS graduates. 


@ Upon successful completion of the Diploma Course 
of 90 assignments, an IAS student is given a compre- 
hensive Resident Final Examination in his own com- 
munity, under the supervision of a local Certified 
Public Accountant (or an attorney at law if no CPA is 
available). The examination questions, prepared by 
the IAS Faculty, are forwarded under seal to the local 
examiner, who holds the examination in his office. 
Adequate controls are used to see to it that no two stu- 
dents in the same locality are given the same exami- 
nation. 


@ The examination usually takes five to six hours. 
The examiner is required to certify that the student 
completed the work entirely on his own, without ac- 
cess to any textbooks or notes. The examination pa- 
pers then are forwarded by the examiner to Chicago 
for faculty correction and review, to determine if a 
diploma should be awarded. 


@ No IAS Diploma has been awarded to any student 
enrolled since April, 1925, unless the student has 
passed such an examination. 


@ The Resident Final Examination plan safeguards 
the integrity and enhances the value of the IAS Diplo- 
ma. It assures prospective employers that IAS grad- 
uates possess a thorough, tested knowledge of 
accounting. 


INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
A Correspondence School Since 1903 


209 WEST JACKSON BOULEVARD ¢ CHICAGO 6, ILLINOIS 































COLUMBIA 
UNIVERSITY 


INSTITUTE OF 
ACCOUNTING 


Qualified men and women, gradu- 
ates of high school or more ad- 
vanced education, are eligible for 
this program of instruction afford- 
ing a background of accounting, 
other phases of business and in- 
dustry and preparation for CPA 
examinations. Day and evening 
courses, full and part time pro- 
grams arranged. 


Registration Friday, February 
3 through Tuesday, February 
7, 10 a.m. to 8 p.m., Saturday 
g a.m. to Noon. Low Memo- 
rial Library, 116th St. between 
Broadway and Amsterdam 
Ave., New York 27. 


COLUMBIA UNIVERSITY 























American Appraisals 
avoid losses due 
to under-insurance 


Continuous American Appraisal 
Service® prevents under-insurance by 
providing current valuation facts— 
based on records that command 
respect and are always available when 
proof is needed. 


The 
AMERICAN 
APPRAISAL 


Company 
leader in property valuation 
HOME OFFICE: MILWAUKEE 1, WIS. 
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FIGURES FASTER THAN YOU THINK 


A new machine is showing up in of- 
fices. Judging from how it’s going, the 
Comptograph 202 may soon outsell, 
the way it’s outperforming, other 
machines. It has many excellent fea- 
tures and certain exclusives that have 
caused a stir. 


For easy operation, the 10 keys and 
controls are arranged in the space a 
hand can span without stretching or 
tiring. It’s fast—operators taken off 
other machines say they ‘feel’ the sen- 


sation of its cosmic speed (202 print- 
ings a minute). It adds, subtracts, 
multiplies, even divides—with the true 
credit balance always showing. It per- 
forms all this with remarkable ease. 
with faultless accuracy and with noise- 
less rhythm that’s a triumph over 
calculator clackety-clack. 

Summing up, Comptograph has 
more time-saving, work-saving fea- 
tures than any other 10-key machine. 
If you would like a demonstration 


COMPTOGRAPH 


on your work, look up the Compt- 
ometer-Comptograph representative in 
the Yellow Pages or send the coupon. 


be Ra ania 3 te ci 4 Xe eee 74 
| FELT & TARRANT Mfg. Co. 
1734 North Paulina St., Chicago 22, Iilinois j 
! Gentlemen: Without cost or obligation — ! 
| | want more information about the new Comptograph ! 
Please arrange an office demonstration 
Please arrange for a free office trial ; 

' 
| Name 1 
| ! 
| Company | 
| | 
| Address | 
| | 
| City Zone State | 
| Other products: The COMPTOMETER® DICTATION MACHINE ! 
} and the COMPTOMETER® ADDING-CALCULATING MACHINE. ! 
' Offices in principal cities and throughout the world. 2 











12-MONTH EQUAL-QUARTER CALENDAR 


Editors, THE CONTROLLER: 


No doubt it was an oversight on the 


part of those discussing a new calendar in 
your August 1955 issue not to give your 
readers the opportunity of learning of the 
Perpetual Calendar. 

The latter is the only plan which has 
so far received any official U.S.A. endorse- 
ment. It is before both Congress and the 
U.N. for study. 


As such, won’t you please carry an ex- 
position and picture of it as in the enclosed 
literature ? 

It is considered the most practical pro- 
posal for a new calendar by many well- 
known and intelligent persons. Your help 
in this matter will be greatly appreciated. 


WILLARD E. EDWARDS 
Honolulu, Hawaii 


THE PERPETUAL. CALENDAR 

Each Quarter and Each Year the Same 
NEW YEAR'S DAY (N.Y.D.) precedes Monday, January 1 as a holiday 
apart. It is the first day of each year and the third day of an annual 
3-day week end. It is followed by the 364-day calendar shown below. 
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LEAP YEAR DAY (L.Y.D.) comes between June 31 and July 1 in leap 
years as a second holiday apart. These two YEAR DAYS (N.Y.D. and 
L.Y.D.) are definitely named and have a definite purpose. Considered 
apart from any week or month, they allow the calendar to become fixed 
and perpetual. This will be of inestimable value to the business, = 


cational, and social world. You are invited to 


and tt 





plan and to write to Congress and the U.N. requesting its adoption. 
A PROPOSAL FOR AN INTERNATIONAL STANDARD CIVIL CALENDAR 
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The Perpetual Calendar, devised by Wil. 
lard E. Edwards in 1919, is a proposal 
for a 12-month equal-quarter calendar, 
The year starts with a “day apart.” It js 
then followed by four 91-day seasonal 
quarters, each of 13 full weeks. The months 
of each quarter are 30, 30, 31 and begin on 
Monday, Wednesday and Friday respec. 
tively. Every month has 26 week-days plus 
Sundays. All quarters begin on Monday and 
end on Sunday. The year begins customarily 
with "New Year's Day,” a holiday follow. 
ing a Sunday and is a"day apart” from any 
week or month, It is followed by Monday, 
January 1. Leap Year Day, also considered 
as a “day apart,’ comes between June 31 
and July 1. —The Editors 


THE 21-DAY-MONTH CALENDAR 


Editors, THE CONTROLLER: 

Recent revived interest in calendar te. 
form with its discussions of the 13-month 
calendar and the World Calendar prompt 
me to call to your readers’ attention still 
another calendar which has been in suc- 
cessful use here at Caterpillar Tractor Co. 
for many years: the 21-day-month al- 
endar. 

In any normal year there are 255 work 
days after deducting Saturdays, Sundays 
and six holidays. Dividing by 12 gives 21 
work days per month with three left over. 
Each year a calendar is constructed using 
a month-end date determined so as to give 
21 work days in each month. The three 
extra days are added to July which at Cat- 





Readers of THE CONTROLLER 
are invited to express their reac- 
tions to articles appearing within 
our pages. Letters will be welcomed 
for inclusion on this page and must 
bear the writer’s signature and ad- 
dress (which will be withheld if so 
requested). The Editors 





erpillar is already upset,—so far as com- 
parisons are concerned,—by a plant-wide 
two-week shutdown for vacations. The re- 
sult is a calendar that is 11/12 perfect, at 
least. To illustrate, in 1955 the calendar 
is as follows: 


Number of 
Month Cut-Off Date Working Days 
January January 31 21 
February March 1 21 
March March 30 21 
April April 28 21 
May May 27 21 
June June 28 21 
July August 2 23 (13 excluding 
August August 31 21 vacation) 
September September 30 21 
October October 31 21 
November November 30 21 
December December 31 21 


254" 





* 1955 is not a “normal” year since it con- 
tains 53 Saturdays. 


(Continued on page 6) 
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FE you're wailing the “Correspondence Blues,” 
then here are new notes for this “dirge” of the 
business world—Remington Rand Foto-Notes to 
save your time and your secretary's time — save 
filing space and dollars. 

Instead of dictating answers to intra-company 
communications you note your replies right on 
the original . . . reproduce both original letter and 
your reply economically with Remington Rand 
Transcopy ...and mail your answer to its proper 
destination in a matter of minutes. 

Simple, isn’t it? With Remington Rand Foto- 


1124, 315 Fourth Avenue, New York 10, N.Y. 














Notes, you give on-the-spot answers to routine 
mail ...eliminate delays in dictating and tran- 
scribing... return replies the same day... and 
save money in the process. Just read the letter and 
write your reply. Transcopy does the rest. 

Step up the tempo of your correspondence pro- 
cedures with this quick, efficient Remington Rand 
Foto-Note technique. For more information get 
your FREE copy of the informative folder 
P427, “Make a note to save,” 
and brochure P401 describ- 


ing Transcopy equipment. 





Name & Title 


DIVISION OF SPERRY RAND CORPORATION 


ling 


ion) Firm 





Address 


City Zone State 


I want more information on Remington Rand Foto-Notes and 
Transcopy equipment described in folders P427 and P401. 
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by J. Henry Landman 


by Fred G. Tuttle 


by T. T. Arden 





Forthcoming Features 


IN THE CONTROLLER 


%& TAX HIGHLIGHTS OF 1955 
%&e DYNAMIC VARIABLE COST CONTROL 


¥%& PREPARATION FOR GROWTH 


%& THE CONTINUOUS INVENTORY 
by Daniel Trapp 








In operating under this calendar, all 
transactions which operate by the day are 
cut off on the date shown. These are such 
transactions as sales, purchases, hourly 
payroll and the like. All transactions that 
occur by the month are included in the 
appropriate month. These are such trans- 
actions as semi-monthly or monthly pay- 
roll, rents, utility bills, etc. 

If your readers would want any further 
information on this calendar, they are re- 
ferred to an article by Lawrence P. Jen- 
nings of Caterpillar, in the March 1951 
issue of the NACA Bulletin entitled 
“Thirty Days Hath September.” 


W. H. FRANKLIN 
Vice President 
Caterpillar Tractor Co. 
Peoria, Illinois 


WHAT IS A CONTROLLER? 


Editors, THE CONTROLLER: 

I believe it would be well to include in 
your columns some reference to the very 
good article published in the July 1955 
issue of the Journal of Accountancy en- 
titled ‘‘What Is a Controller?’ My only 
thought is that it might induce some of 
your readers to review this fine material 
by Edward B. Cochran, staff assistant to 
the controller of Curtiss-Wright Corpora- 
tion. 

It is well that articles of this calibre 
are published in magazines other than 
THE CONTROLLER, thus spreading the 





He CONTAOUER.............. 


understanding of modern controllership. 

Let me also congratulate you upon pub- 
lication of the very excellent article by 
James L. Peirce in your August issue— 
“Controllership Motivation.” I plan to 
distribute reprints to my controllership 
class at Columbia University. 


JOHN W. GLADSON 
Assistant Controller 

Esso Standard Oil Company 
New York 


RE: CHARGING OFF EXPENSES IN 
A SEASONAL SALES PATTERN 


Editors, THE CONTROLLER: 


The enclosed copy is a reply made to a 
letter on page 466 of the October 1955 
issue of THE CONTROLLER from Henry 
Keyserling to whom I have written di- 
rectly. 


To: 

Mr. Henry Keyserling 

Cresap, McCormick and Paget 
342 Madison Avenue 

New York 17, N. Y. 

Your letter to the editors of THE CoN- 
TROLLER is very interesting to me as I am 
constantly working with the problem you 
describe. It seems strange to me that any 
company in a business that is so seasonal 
would not have found an answer to this 
problem before this. Rather than go into a 
lengthy explanation of how we handle this 
problem I would like to refer you to my 
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article in the October edition of the NACA 
Bulletin, which covers much of the problem 
you describe. 

In regard to general and administrative 
expense, we do not adjust this as by our 
budgetary control we keep this expense 
pretty well fixed, and it is not heavy enough 
to affect any one period too greatly, al- 
though we do, of course, report the variances 
in the general and administrative expense 
caused by fluctuations in volume. 

If there are any further questions regard. 
ing my paper in the Bulletin, I would be 
glad to discuss them with you. 


GEORGE C. LYON 
Controller 

Doehla Greeting Cards 
Nashua, N. H. 


HELPFUL TERMINOLOGY 
Editors, THE CONTROLLER: 

We have read with interest the article 
“Recent Developments in Accounting for 
Reserves” by Walter G. Kell in the Octo- 
ber 1955 issue of THE CONTROLLER. 

Feeling that the information in this ar- 
ticle should be of help to many of the 
1,200 controllers and chief accounting of- 
ficers of savings and loan associations who 
comprise the membership of the Society 
of Savings and Loan Controllers, we 
should like to have permission to reprint 
part of it in the Society's Bulletin. We are 
particularly interested in ‘‘Classes of Re- 
serves,” “Relationship between Funds and 
Reserves’ and ‘Suggested Changes in Re- 
serve Terminology.” 


CHARLES BORSOM 

Executive vice president 

Society of Savings and Loan Controllers 
Chicago, III. 
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¢ Invoices 
« Continuous Forms 


¢ Register Forms 





+ IBM and 
Accounting Forms 


a 
PRINTING CO. oR 7-6868 
175 Fifth Ave., N. Y. 10, N. Y. 


WRITE for quotations, without obligation 
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Baiting the Readership Hook 


How can a company stimulate its employes to read its 
annual report? 

In its employe magazine, the A. E. Staley Manufacturing 
Company of Decatur,. Illinois, recently ran a simple quiz 
contest to stimulate interest in the annual report and to help 
the company learn how well the content was getting across 
to employes. The quiz attempted to cover data felt to be of 
most interest to employes, and was based on the current an- 
nual report of the company. 

Employes below the top executive level—with the excep- 
tion of those in the accounting, financial and personnel de- 
partments—were declared eligible for the prizes, which 
included two shares of the company’s common stock to the 
first-place winner. 


Cost Control at the Summit 


The United Nations, which is continually concerned with 
stratospheric discussions of war and peace and related mat- 
ters at the “summit,” has other problems: cost control, for 
example, like any individual or profit-making corporation. 

Recently, a spokesman for the United States, Representa- 
tive Chester E. Merrow of New Hampshire, opened a general 
debate in the Administrative and Budgetary Committee of 
the United Nations’ General Assembly, with a point-by- 
point appraisal of the financial policies of the U. N. He urged 
the U. N. to trim its administrative and overhead costs. No 
small part of his interest was stimulated by the fact that the 
United States, which pays a one-third share of the United 
Nations’ budget, is the largest contributor. In 1956, it is 
estimated the U. N. budget will come to more than $46 mil- 
lion. 

As spokesman for the United States, Representative Mer- 
row called for better staff management and recommended 
that hiring policies not be based on a “mere counting of head 
by nationality.’ He also suggested that the inventiveness of 
staff members be enlisted by providing incentive awards for 
useful suggestions; that there he stricter control over the 
flood of publications and documents; that there be better 
spacing of meetings to distribute the staff's workload more 
evenly; that major meetings should be held at the New York 
headquarters of the United Nations. 

Recognizing the work of the United Nations in various 


fields, Representative Merrow declared that past expendi- 
tures can be “‘easily justified,” but the organization, he stated, 
must keep up its vigilance against waste and inefficiency. 

“It’s the same the whole world over,” as the old music hall 
ballad put it. 


: Education Comes High 


Once upon a time—about three centuries ago, according 
to a recent study by an investment management firm—sheep 
or tubs of butter worth (ot weighing!) 55 pounds would 
have sufficed to put a young man through Harvard Univer- 
sity. That amount is equivalent to a little more than $150 
at today’s valuation of the pound. 

Quite a contrast, as any parent who recently signed a 
check for collegiate tuition and related costs can readily ap- 
preciate. 

According to this survey of typical annual college costs, 
the trend of college expenses has been steadily upward since 
1900, but the sharpest proportionate increases have been 
recorded since 1945. At Harvard, Columbia and Stanford, 
for example, tuition during the past ten years has more than 
doubled, it is reported, while aggregate annual costs for tui- 
tion and residence at other institutions such as Iowa and 
Vassar are up 50 per cent or more. A typical college year’s 
costs at present are figured at $1,745 but, like all averages, 
that is deceiving since at one of the universities mentioned 
earlier in this item, costs are figured at $1,916 annually. 

This study presents an interesting backdrop to develop- 
ments in recent years which have included concerted efforts 
by business leaders to help raise funds for liberal arts col- 
leges and, more recently, a nationwide program to provide 
funds for scholarships for deserving students. 


Changes for the Better 


That the United States is basically a middle-class economy 
is an oft-noted observation, but the rapid increase in the 
size of the middle class is, according to Dr. Marcus Nadler, 
professor of finance at New York University, an outstanding 
change in the nation’s population structure. 

In a book recently issued by the Hanover Bank, New 
York, entitled ‘“The Structure of the American Economy,” 
Dr. Nadler points out that the new type of capitalistic so- 
ciety developing in this country has great promise for the 
future. He sees the United States in a much stronger posi- 
tion than in the past “to combat serious inflationary and 
deflationary pressures and to prevent immoderate decline in 
business activity from assuming the character of a major 
depression.” 

The continuing growth in research activities and labor- 
saving devices, together with new developments in produc- 
tion and distribution, says Dr. Nadler, not only make it pos- 
sible for business concerns to obtain capital for expansion 
and modernization when needed, but also enables them bet- 
ter to withstand a decline in business activity. 

—PAUL HAASE 
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CHARLES F. NOYES Co., INC. 


World’s largest real estate 


management firm 


‘ Walionals. save us 53% annually on our investment.”’ 


— CHARLES F. NOYES CO., INC., New York, N. Y. 


“We manage property valued at $350,000,- 
000—a job that calls for an unusually fast 
and flexible system of maintaining records. 
In addition to being the world’s largest real 
estate management firm, we also operate 
one of the largest real estate brokerage 
businesses. 


“We are particularly pleased with our 
National Accounting Machines—not only 
because they help us maintain peak pro- 
duction efficiency, but also by their re- 
markable operating economy. They save us 


$28,000 a year, an annual return of more 
than 53% of our investment. 

“We depend on Nationals for their great 
flexibility which permits handling, on the 
same machines, our monthly operating 
statements, income and expense reports, 
check writing, payroll recording and gen- 
eral ledger. Our operators are pleased, too, 
because with Nationals they get more done 
with less time and effort.” 


Al 
Chairman of the Board 


THE NATIONAL CASH REGISTER COMPANY, payron 9, on10 


977 OFFICES IN 94 


COUNTRIES 


In your business, too, National ma- 
chines will pay for themselves with 
the money they save, then continue 
savings as annual profit. Your near- 
by National man will gladly show 
how much you can save—and why 
your operators will be happier. (See 
yellow pages of your phone book, or 
write to us at Dayton 9, Ohio.) 
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AN APPRAISAL OF 


The Economic Scene 


Theodore J. Kreps 


PPRAISALS of the economic scene are 
A “bursting out all over,’ unanimously 
bullish. The distinguished editor and pub- 
lisher of Business Week, Elliott V. Bell, 
in the November issue of The Mortgage 
Banker states: ‘There is hardly a cloud in 
the sky and the ship sails on before a fair 
wind that will surely last well into 1956 
and perhaps even into 1957.” Allyn P. 
Evans, president of Lionel D. Edie and 
Company, investment counsellors, pre- 
dicts: ‘Gross national product will be 
about $400 billion, up 4% and industrial 
production will be up 4%—a rate of 
growth less than the 10% experienced in 
1955 but normal, substantial growth nev- 
ertheless.” 

At Hot Springs, Virginia, 28 leading 
economists and industrialists, at a meeting 
of the U.S. Commerce Department's Busi- 
ness Advisory Council, characterized 1956 
as a record year for retail sales, business 
investment outlays and employment. 

There are numerous, valid reasons for 
such bullishness. Practically every meas- 
uring device on the economic instrument 
board shows the economy operating at 
record levels. Since President Eisenhower 
took office in January 1953, that is from 
the first quarter of 1953 to the third 
quarter of 1955, gross national product 
has increased over 9%, personal consump- 
tion expenditures over 10%, gross private 
domestic investment over a third. Federal 
government purchases of goods and serv- 
wes have declined by a sixth. This has 
been a civilian boom, not one based on 
government ladling out of extra billions 
for war or other purposes. 

Total personal income has increased 
about 8% but personal taxes only 4%, 
so that per capita disposable incomes in 
dollars of 1954 buying power have risen 
from $1,565 to $1,647 or over 5%. Cor- 
porate profits both before and after taxes 
and stock market prices have jumped by 
about a third to new record levels in 
American economic history. 


In September average weekly earnings 
in manufacturing industries hit a new high 
of $77.90. Nonagricultural employment 
also hit a record figure of 50,300,000, some 
100,000 more than in September 1953. 
They produced a record industrial output 
which according to measurements of the 
Federal Reserve Board in September, 
amounted to 141% of 1947-49 levels 
compared with 134% in 1953. The pro- 
ductivity of labor likewise reached a new 
high in September. Employers required 
500,000 fewer workers in manufacturing 
than two years ago, 80,000 fewer miners, 
and 100,000 fewer workers each in the 
transport, public utility, and construction 
industries. Whatever new jobs there were, 
seem to have been found in the distribu- 
tive trades, in professional and service 
enterprises, and in state and local govern- 
ments. 

New peacetime peak levels in the third 
quarter of 1955 were also reached in de- 
partment store sales, retail sales, especially 
outlays for autos and_ parts, construction 
outlays, consumer credit, business loans, 
furniture shipments, steel, coal, and elec- 
tric power output and freight car loadings. 

Practically all the business barometers 
likewise show fair weather ahead. In Au- 








gust new orders totalled $29 million, just 
a fraction under the all-time frenzied 
height of January 1951. There were fewer 
business failures. More new business cor- 
porations were being formed. There were 
larger machine tool orders, more hours 
of work per week, increased orders of 
paperboard for containers and higher in- 
dustrial prices—all these harbingers of 
things to come forecast increasing pros- 
perity. 


WORRY ONLY WHEN NEW RECORD 
HIGHS ARE NOT REACHED 

Table I shows the facts in detail. The 
outstanding fact that emerges is that con- 
sumers and their behavior in the auto 
showrooms, on the housing tracts, and at 
the retail counters have been the dominant 
factor in recent business trends. Nor are 
new high records anything to be scared 
about. 

This economy should make new rec- 
ords every year. Since President Eisen- 
hower took office, population has in- 
creased by about 214 million persons per 
year. Merely to give each newcomer the 
same quantum of $1800 of national in- 
come of goods and services enjoyed on 
the average requires an increase in national 
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TABLE I* i 
WHERE ARE WE NOW? incre 
1955 Ps: avail 
Item 1939 1949 1953 1954 1st Or. 2nd Or. 3rd Or. subu: 
re new- 
INVESTMENT (billions of dollars) to th 
Gross National Product 91.1 257.3 364.9 357.2 375.3 384.8 392.0 ple | 
Gross Private Domestic Investment 9.3 32.5 51.4 46.1 54.1 60.1 60.7 “secc 
Residential Nonfarm Construction 2.7 8.3 11.9 13.3 16.0 16.4 16.2 over- 
Producers Durable Equipment 4.2 17.8 24.4 22.2 21.5 23.7 25.4 the 1 
Change in Business Inventories 0.4 —2.7 1.5 —3.7 1.5 4.2 2.7 “ey 
3.3 0 
INCOME (billions of dollars) forni 
Disposable Personal Income 70.4 188.2 250.1 253.5 261.0 267.1 272.0 One 
Personal Consumption Expenditures 67.6 180.6 230.1 234.0 245.8 250.5 256.5 In ac 
Personal Saving 2.9 7.6 20.0 19.5 15.3 16.6 15.5 manc 
Compensation of Employes 48.1 140.9 209.1 207.3 213.1 219.5 224.3 the ; 
Farm Income 4.3 12.7 iz Pe 11.5 11.0 10.5 tion 
Corporate Profits Before Taxes 6.4 26.2 39.4 35.0 40.9 43.0 no data auton 
Corporate Profits After Taxes 5.0 15.8 18.3 17.8 20.4 21.2 no data 
ARE 
GOVERNMENT PURCHASES OF GOODS IN TI 
AND SERVICES 13.3 43.6 84.5 77.0 75.8 74.9 735 W! 
PRODUCTION (1947-49 = 100) only 
Total Industrial Production 58 97 134 125 133.3 137.7 142 boris 
Transportation Equipment 48 102 189 175 193 198 204.7 tion f 
Nondurable 66 99 118 116 121.7 126.7 125.3 = 
oya 
PRICES me 
Wholesale Prices (1947-49 = 100) 50.1 99.2 110.1 110.3 110.4 110.2 111.0 tors O 
Consumer Prices (1947-49 = 100) 59.4 101.8 114.4 114.8 114.3 114.2 114.6 that i 
Farm Parity Ratio (1910-14 = 100) 77 100 92 89 86.7 86.7 84.3 natior 
Stock Prices (1939 = 100) 100 127.7 193.3 229.8 277.7 292.9 312.3 tors 0 
Ye 
EMPLOYMENT is fun 
Civilian Labor Force (millions) 39:2 62.1 63.8 64.5 63.4 65.5 67.3 hour 
Employment (millions) 45.8 58.7 62.2 61.2 60.2 62.8 65.2 farthe 
Unemployment as % of Labor Force 17.2 5.5 2.5 5.0 5.2 4.1 3.4 fully 
Average Weekly Hours 37.7 39.2 40.5 39.7 40.4 A0.6 © 41.0 that F 
Average Hourly Earnings (dollars) 63 1.40 1.77 1.81 1.85 1.87 1.89 condit 
(all manufacturing) “ie 
Average Weekly Earnings 23.86 54.92 71.69 71.86 74.67 75.78 76.86 ing de 
(all manufacturing) Are 
MONEY (billions of dollars) — 
Total Loans and Investments 40.7 120.2 145.7 155.9 154.8 155.5 156.8 Are 
(all commercial banks) busine 
Total Consumer Credit Outstanding 7.2 17.1 29.5 30.1 29.7 31.6 33.3 someu 
Corporate Bond Yields % (Moody’s Aaa) 3.01 2.66 3.20 2.90 2.98 3.03 3.10 The 
Total Privately Held Money Supply 63.3 169.8 200.9 209.7 206.9 207.1 214.4 i 
Demand Deposits Adjusted 29.8 85.8 102.5 106.6 104.6 104.0 103.9 fornia 
Time Deposits 27.1 57-5 70.4 75.3 75.8 76.3 73 along 
* Source of data: Historical and Descriptive Supplement to Economic Indicators, Joint Committee on the Economic Report, December 1953, Wash- the ea 
ington, D. C., and their October 1955 issue of Economic Indicators. selves. 
structu 
litical 
well-r¢ 
income of nearly $5 billion a year. More- outlays for rent, personal services, and cilities. New records are not only to be ex- ible p: 
over, a dynamic nation refuses a stand- nondurables will march ahead even during _ pected, they constitute a continuation of ments 
still in its living standards. An increase of substantial recessions. Moreover a new the great explosion in American living Pric 
but 2% a year means another $6 billion. bulging $4,000-$8,000 income group is standards that has been the most eloquent nomic 
Thus if the economy continues to func- _ thronging into housing and durable goods _ refutation of communist dialectics in his- groups 
tion effectively, each year will ordinarily markets, “trading up,” reaching for qual- tory. period 
show new record levels of output, sales, ity homes, luxury cars, and superior rec- Spearheading this expansion in the pro- apart . 
employment, and real income. Consumer  reational and cultural equipment and fa- duction and sales of the fruits of modern asking 
technology has been the automobile _ that ai 
try. Last year more new cars were sol quickh 
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of cars on the road has reflected many 
things—improvements in the vehicles 
themselves and in methods of production, 
increased population, higher incomes, 
availability of credit, and the shift to 
suburban living. Indeed in 1954, 57% of 
new-house building reflected movement 
to the suburbs. The “new demand”—peo- 
ple buying their first car or their first 
“second car’—while only part of the 
over-all sales picture, has brought down 
the ratio of cars to people from 1 for 
every 4.8 persons in 1940 to 1 for every 
3.3 of the population at present. In Calli- 
fornia the ratio is 1 for every 2.5 persons. 
One out of ten is a multiple car owner. 
In addition, there is the replacement de- 
mand of 414 to 5 million cars a year. Thus 
the “normal” level of automobile produc- 
tion may be something like 7,000,000 
automobiles a year. 


ARE THERE SOFT SPOTS 
IN THE ECONOMY? 

When business is booming, many not 
only cannot see a single cloud on the 
horizon, but do not even wish the ques- 
tion raised whether vulnerable spots exist. 
Their sentiment, which they consider dis- 
loyal for any one to fail fully to share, 
is: “There are no danger spots. No fac- 
tors of any importance are out of line. All 
that is needed is confidence and determi- 
nation to exorcise the political witch-doc- 
tors of gloom and doom.” 

Yet it is precisely when the automobile 
is functioning beautifully at 60 miles an 
hour that the experienced driver looks 
farthest ahead along the road, most care- 
fully watches every gauge, and makes sure 
that his brakes and tires are in excellent 
condition. 

Are there economic road signs indicat- 
ing detours or curves ahead? 

Are there economic gauges showing 
possible sources of malfunctioning in the 
economy? 

Are there stretches where the pace of 
business activity may need to slow down 
somewhat ? 

There may well be. 

1. Cleavage in the price structure. Cali- 
fornians know that earthquakes occur 
along fault lines—where two blocks of 
the earth’s crust suddenly readjust them- 
selves. Such rifts in the business price 
structure likewise bring economic car po- 
litical shocks, the most notable being the 
well-remembered split between the flex- 
ible price and the administered price seg- 
ments of the economy in the 1930's. 

Prices like gauges indicate basic eco- 
nomic forces. And when one finds price 
groups, starting from an identical base 
period 1947-49, moving over 30 points 
apart in only six years, one cannot help 
asking what the strains and stresses are 
that are causing so wide a divergence so 
eekly, and what the ultimate impact may 
e? 





e e e e e e 7 e . 


From a level of 100, wholesale prices in 
general have moved up to 111. But farm 
prices are down to 86.7% of what they 
were while prices of industrial products 
other than farm products and foods are up 
to 118.7. This is a 32 point spread. Net 
farm income has declined nearly a third 
during the last four years from roughly 
$16 billion in 1951 to $11 billion now. 
Though farmers constitute 16% of the 
total population, their share in what is 
produced for all of us to enjoy has been 
cut from roughly 6% of all personal in- 
come in 1951 to less than 4% this year. 
Even if they constitute only a sixth of all 
consumers, such aggravation of imbalance, 
unrelieved and prolonged, may ultimately 
hurt not only the farmer but the entire 
economy. 

2. Business investment. Another vari- 
able that always bears close watching is 
business investment. There is almost com- 
plete unanimity among economists who 
study business fluctuations that changes in 
what they call gross private domestic in- 
vestment are extraordinarily important in 
business ups and downs. 

The small readjustments of 1949 and 
again in 1954 were in large part due to 
what seem on the surface relatively small 
shifts in business investment in invento- 
ries. In both instances the inventory shift 
was about $10 billion from + $5 billion 
to —$5 billion which in a total inventory 
of over $75 billion seems small, yet it is 
equal to a drop of four-fifths in new hous- 
ing construction or a fall of one third in 
plant and equipment expenditures. Merely 
to stop accumulating inventory at the rate 
of $5 billion a year and to start selling 
off inventory at the same rate puts 


1,600,000 men out of their jobs (or more 
accurately diminishes employment by 
1,600,000 man-years). The computation 
here is simple—some 66,000,000 persons 
in the labor force produced about $392 
billion worth of goods and services (on 
an annual basis) during the third quarter 
of this year or about $6,000 per man-year. 
A $10 billion shift in inventories from 
+$5 billion to —$5 billion thus means 
1,600,000 less man-years of work. 

Once in a while one finds business men 
and financial writers who appear to ar- 
gue that business investment is never ex- 
cessive, as if there never could be too 
much of our national income put into rail- 
roads, steel facilities, or construction. Yet 
obviously no capital investment has justi- 
fication or meaning except in terms of the 
increased amount of consumption goods 
and services thereby made available. Rail- 
roads in the past have been built so far 
ahead of existing traffic that they became 
“streaks of rust in the wilderness.” Ex- 
cessive capacity has been known to exist 
in more than one large industry. 

Highly important, therefore, is the ra- 
tio of capital investment to the national 
income that provides its basic reason for 
existence. In 1929, for example, some $16 
billion of investment accompanied a na- 
tional income of about $87 billion—a ra- 
tio of 18%. By 1932 in less than three 
years, amid business complaints on all 
sides of excessive capacity, the amount in- 
vested fell by nearly 95% to only $900 
million. It is startling to reflect that in the 
second quarter of this year gross private 
domestic investment reached a total of 
$60.1 billion or about 19% of national 
income ($320.7 billion). 
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Have “quickie write-offs,” overopti- 
mism, and other factors again overstimu- 
lated business investment to a pace that 
cannot be maintained ? 


One must watch this speedometer most 
carefully since almost invariably business 
setbacks start at peaks of stock market 
prices, business profits, and investment 
confidence. 

3. Inexperienced consumers ina buyer's 
market. Another gauge requiring careful 
checking is that of consumer borrowing 
and savings compared with disposable per- 
sonal income. During the first six months 
of 1955 for example, disposable personal 
income increased $11 billion or nearly 
4% yet not an extra nickel was saved. 
Relative to income, the amount saved de- 
clined from levels of nearly 8% to 5.7%, 
a new low since 1949. Consumer borrow- 
ing reached the record levels of $33.6 
billion in August of this year compared 
with $28.7 billion in August a year ago, 
an increase of nearly 18%. So rapid a 
rate of increase per se is not disturbing, 
provided that the quality of such con- 
sumer loans has not deteriorated, and pro- 
vided that production and income increase 
in somewhat similar proportion. But dis- 
posable income rose only 4%. 

Could it be that the attractive new cars 
skillfully advertised, induced many con- 
sumers unwisely to mortgage and spend 
now next year's anticipated income? 

And what happens if realization falls 
short of anticipation? 

Most consumer-buyers today have never 
experienced until recently the joys and 
hazards of a buyer’s market. The typical 
young housewife in our newly built sub- 


urbia, complete with ranch-style house, 
do-it-yourself gadgets and station wagon, 
grew up during or after World War II 
when consumers had to scramble for goods 
and were glad to get them. Instead of 
sales resistance they showered smiles on 
their merchant and auto dealers. They 
nonetheless saved a large part of their 
income partly for patriotic reasons, mostly 
because goods were not available, and 
only to a small degree as a result of firm 
adherence to a standard of values con- 
trolling the outgo of their money. 

Along came the buyer’s market, renewed 
emphasis on selling, and seductive appeals 
implemented by the newest scientific de- 
vices of modern psychology. Like natives 
insufficiently immune to the communicable 
diseases of civilization, some youthful 
consumer-buyers for lack of wise sales 
resistance may have unwisely handled their 
present and future income. For instance: 


Have they set aside enough of their in- 
come for the education of their children? 


Is it possible that the resultant patterns 
of consumer expenditure have warped the 
stability and balance of national output? 


Since 1949, for example, the produc- 
tion of automobiles has morethan doubled 
while that for consumer nondurables 
(food, clothing, and other things of 
prime importance to the health of grow- 
ing boys and girls) has increased only 
25%. 

Today for each dollar currently spent on 
schools of all kinds in the United States 
$1.60 is spent for new automobiles and an 
additional 45 cents for roads. Education 
seems to be about one half as important 
measured in the cold objective coin of 
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“Now tomorrow morning you march right 
into your boss's office, Fred, and demand 
a much smaller expense account!” 
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the realm as is the family car. The wealth. 
iest nation in the world urgently lacks 
adequate hospital facilities and 75,000 
class rooms, but has the plant capacity for 
nearly 10,000,000 cars. 

It pays its school teachers on the aver. 
age considerably less than it pays its auto 
workers, and wonders where the scores 
of thousands of trained teachers will come 
from to stimulate and develop the hun- 
dreds of thousands of scientists, mathema- 
ticians, engineers, doctors, etc. needed 
merely to keep abreast of Soviet Russia, 
It proudly and justifiably glamorizes the 
unprecedented profits made by the largest 
automobile manufacturing corporation in 
the world while its schools, colleges and 
universities in unequal battle with infla- 
tion see the real income of their admin- 
istrators and professors advancing so 
slowly that relative to other groups they 
are below the level of 1904! 


Judged by the dollars spent, can it be 
that most people believe that the economic 
and ideological cold war will be won by 
long, sleek, garish, high-powered, chro- 


mium-plated cars? 


Or will the outcome depend on the 
character, scientific training, expertise, and 
productivity of American managers, scien- 
tists and workers? 


If the latter, why the neglect? 


Are American standards of value which 
determine the apportionment of consumer 
incomes and spending geared to national 
security needs? 


4. Jobs hunting workers. Another gauge 
on our economic instrument panel is the 
per cent unemployed. Of all measuring 
rods it is perhaps the most important. La- 
bor income in August of this year, con- 
stituted $218 billion or over 70% of 
total personal income ($305 billion). The 
wage and salary workers comprised 76% 
of the total civilian labor force, num- 
bering 50,300,000 out of a total of 
66,882,000. The Government under the 
Employment Act of 1946 is devising and 
maintaining a program which under con- 
ditions designed to strengthen free, com- 
petitive enterprise will aim so far as prac- 
ticable to provide a maximum of employ- 
ment opportunity, stable growth, and real 
national income. 

But the fact may not be realized that 
over-full employment like excessive in- 
vestment not only can but at times does 
exist. It too generates economic stresses 
and strains with the nemesis of readjust- 
ment. The economy needs employment 
flexibility, both seasonal and technologi- 
cal, for steady growth. Seasonal peaks are 
bound to result in seasonal unemployment. 
New industries, new sources of supply 
and changes in demand due to technologi- 
cal innovation such as the shift from car- 
riages to cars are bound to leave obsolete 
plants and unemployment in some areas 

(Continued on page 42) 
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Joseph B. Pope 


OMMUNICATION is the mysterious au- 
* rora borealis that surrounds manage- 
ment. If we are to solve this mystery, we 
will have to probe deep into the heart of 
the nebula—dignified as management— 
and endeavor to discover what it is that 
generates these long varicolored beams of 
communication that sometimes extend 
from the horizon of our daily activities to 
the zenith of our ambitions. 

If communication is to be effective in 
management, two objectives in its accom- 
plishment must be present: First—mean- 
ing. Second—understanding. These objec- 
tives are more than a matter of logical 
facts and figures. Both semantics and 
phonetics, as fired by the mind and the 
emotions, are basic considerations. 


MANAGEMENT 


Every one talks about management, but 
what is it? 

Without an understanding of the mean- 
ing of management, all other concepts of 
doing business would appear useless. My 
own thumb-nail definition is: The sum of 
the decisions. 

As only humans have the power of de- 
cision, the management may be excellent, 
good, bad or indifferent. The basic doc- 
trine of excellence in management and the 
harmonious operation of human relation- 
ships—two words meaning communica- 
tion—are precisely the same in all busi- 
hess enterprises. Management is the the- 
ology of work, and not something to be 
requisitioned from the purchasing depart- 
ment. 





On February 15, 1955, the substance of a mono- 
graph was delivered as a talk and basis for dis- 
cussion before the Methods and Procedures Com- 
mittee of the New York City Control of Controllers 
Institute of America. This article is drawn from it. 


Communication: 
The Mystery in Management 










Study of the research in the field of human sciences sug- 
gests three groupings for the purpose of this discussion: Man- 
agement—-Meaning—Understanding, as wrapped up in 


communication. 


Unfortunately, the growth and develop- 
ment of modern managerial concepts have 
been only in direct proportion to the finan- 
cial and economic necessity for them, with 
too little emphasis upon the human need 
for them, regardless of the effect of that 
human need upon the financial and eco- 
nomic necessity. 


General Principles 

There can be no single management 
plan for all situations. When developing 
Organizational plans, uniformity with 
other operations should not be sought, but 
rather the harmonious working together 
of the people in the organization. The 
chemistry of personality produces a dif- 
ference in people. This law of universal 
difference presents a wide variety of prob- 
lems. The ability to interpret and use this 
absolute and eternal law of humanity de- 
termines our degree of achievement 
through people. 

Mechanistic principles must be subor- 
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dinated to realistic accomplishments. The 
plan must grow out of the needs of each 
situation. Emphasis should be placed on 
the spirit in which results are reached. Too 
often the perfectionist is by-passed in his 
attempt to interpret human relationships 
on the organizational chart and the bal- 
ance sheet. Emotions have never been 
charted or measured although feeble at- 
tempts have been made to describe their 
three-dimensional effects. Whatever is 
done, the human activities must be re- 
leased and guided—not controlled, to pro- 
vide for a full expression of initiative and 
achievement and to produce creative hu- 
man relations. 

Human relations means a recognition of 
management’s responsibility to the worker 
and to all levels of supervision, to ex- 
change words and actions in understand- 
able language in order to communicate 
just what it is that management is endeav- 
oring to accomplish. Not just in lip serv- 
ice, but a growing recognition that indus- 
trial work is a way of life and manage- 
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ment has a responsibility to see that that 
way of life is as satisfying and rewarding 
to the individual as is humanly possible. 
The working hours must not be consid- 
ered as something apart from the hours 
spent in living, but must somehow be in- 
tegrated into a pattern of living which re- 
sults in 24 hours a day of meaningful life 
for the worker and his family. 

An organization—whether _ financial, 
commercial, educational or charitable—is 
only as good as the men behind it, their at- 
titudes, relationships, determinations, re- 
sourcefulness and policies emanating from 
the expression of these characteristics. It 
is the quality of the individuals who com- 
pose an entity and their harmonious rela- 
tionships with each other that measure the 
success of the enterprise. These constitute 
the power plant which makes the organ- 
ization hum. Take the people out of the 
office, shop or store, and what have you 
left ? Only a shell! You can have the most 
modern equipment in the latest construc- 


tion with all the trick gadgets, but, with- 
out the properly qualified human beings, 
trained supervision and effective organiza- 
tion, better that it was never built. 


Objectives 

Complacency to use profits as the sole 
measure of management excellence invari- 
ably hides incompetency when products 
and trends may be responsible for the ap- 
parent success of the business. Unfortu- 
nately, profits too frequently are consid- 
ered the sole objective of doing business. 
Profits should not be the primary objec- 
tive. 

The primary objective should be, and is 
—if the operation is successful—the ever- 
lasting building of a smoothly operated 
and productive organization constructed 
out of men, materials and money. The 
training and development of an organiza- 
tion is a continuing process. It never ceases 
for an instant if the operation is to be 
kept competitive. Competition is not static, 
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American Management Association are extended my sincere 
appreciation for permission to adapt their copyrighted mate- 
rial for the purposes of this monograph. 

Nothing is new in these pages. The only difference is an 
attempt to organize experiences and evaluations, few of 
which have escaped those who are associated with top man- 
agement where policies and decisions are born. 
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but a dynamic force to be met contin. 
ually and defeated if an enterprise is to 
stay alive. 

The second most important objective 
of a successful operation is to create com. 
petitive products and services that cus. 
tomers want and to merchandise these 
products and services to outcompete com. 
petitors in the scramble for a bigger share 
of the consumer's dollar. 

The extent of profitability is in direct 
proportion to the degree of achievement 
of these two objectives for organization, 
products and services. Therefore, profits 
are only a sign of effective operation— 
not a cause. This effectiveness is measured 
by the ability of its management to recog. 
nize and resolve pressures of human origin 
—employe, stockholder, ‘community, cus. 
tomer, competitor and management itself, 
In reality, competition is not among com. 
panies with their goods, ideas and services, 
Competition is among organizational man- 
agers with their skills in motivating hv- 
man action. 


Techniques 


Three fundamental techniques are pre- 
requisites for accomplishing manage. 
ment’s objectives: 

First: The recognition of the dignity 
and worth of the worker as an individual 
at all levels of employment is uppermost. 
The various layers of supervisors, fote- 
men, department heads, and executives 
are just as much employes as the workers 
they supervise. In each of these positions 
job security and job satisfaction are 
equally impelling forces that contribute to 
the lubrication of smoothly operating or- 
ganizations. 

Most people have an urge to achieve in- 
dividual dignity within their social groups. 
They want to feel they are getting some- 
where in terms of their personal objec. 
tives, to have the exhilaration and satis- 
faction which emanates from achievement. 
In this, they look in a large measure to 
their jobs. 

Second: The development of the vati- 
ous supervisory and departmental levels as 
the feet, eyes, ears, nose and mouthpiece 
of top management follows. Executives 
are beginning to appreciate that their rep- 
resentatives out in the office, shop and 
store supervise only as they are super- 
vised. It is only natural to expect each 
layer of direction to pass on down the 
same kind of supervision that is imposed 
upon it, but watered down to meet the 
concept or interpretation of that level. 

Each supervisor or department head 
should receive special training for his task 
of representing management, with greater 
emphasis on his official relationships with 
his subordinates rather than on technical 
skills. To get the maximum in motivation, 
the worker should be trained to believe 
with his emotions as well as with his in- 
telligence. This is rarely accomplished by 
dictation or mathematical dogma. Dogma- 
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tim is a powerful instrument—a fighting 
weapon not calculated “to win friends 
and influence people.” Persuasion and the 
sale of ideas to lower echelons, which have 
to organize and administer those ideas, 
provide for the desirable long-run con- 
sequences. 

Third: The development of a two-way 
communication in language the individual 
understands best is needed. In your up- 
and-down and across-the-board relation- 
ships with your fellow travelers, it is im- 

ortant to remember that understanding 
and loyalty are not the product of hearing 
the facts only, but are the result of an op- 
portunity for self-expression in an atmos- 
phere where the individual feels there is 
an understanding of him. Problems are 
best solved in a climate of freedom and 
relaxation. 

The executive and supervisor alike 
should allow their assistants and workers 
to ask questions; in fact, encourage them 
to contribute their own ideas in surround- 
ings which will be conducive to the best 
possible expression by the subordinate, 
having ever in mind that no one has a mo- 
nopoly on all good ideas. 


A study made by the American Tele- 


phone and Telegraph Company a short 
time ago showed that the most effective 
executives tend to be those with a capacity 
to develop their subordinates. Each subor- 
dinate is interested primarily in himself 
and his problems. The executive should 
show frequently his interest in the things 
which concern the subordinate—personal 
and official. The result will be to tighten 
the executive’s hold on his assistant, boost 
his morale and develop a more effective 
individual. 

Consciously or unconsciously, it is the 
intangibles—often referred to as human 
relations-—that cause the various levels of 
management the greatest concern, rather 
than methods and procedures. If there is 
a harmonious and smooth-working organ- 
ization, with functions, responsibilities, 
authority and relationships clearly de- 
fined, it usually follows that purchase, 
production, sales, research and develop- 
ment, and related staff functions are pro- 
ducing at their maximum. 

The principal person that has to be han- 
dled in management problems is yourself. 
You should take a good look at him for 
an inventory of his weaknesses and 
strengths. What is it he requires to de- 
velop the soundest point of view for study- 
ing human and administrative relation- 
ships within an organization? Wherever 
there is an administrative weakness, a 
personnel inadequacy probably underlies 
it. 

The secret of management success has 
been described as “the delegation of re- 
sponsibility and authority to lower eche- 
lons of management so that each executive 
may have as nearly as possible a feeling 
of running his shop as though it were his 
own business.” A famous Chinese proverb 


describes laziness as an outstanding quality 
of a good administrator. It permits his as- 
sistants to do the best possible job. 


W hither Controllers? 

Each profession seems to leave its hall- 
mark upon the personalities of those en- 
gaged in it and all carry the stamp of the 
years devoted to their respective tasks. It 
is interesting to wonder what it is that 
accounting does to controllers and account- 
ants that makes them react the way they 
do at times. It seems to dull the human 
understanding in their thinking. 

In accounting vernacular two cents and 
two cents must always equal four cents— 
never five cents or three cents, even though 
it is at the expense of losing the objective. 
That extra cent, which accomplishes ob- 
jectives and makes the sale, is the common 
sense of human practicality. It is people— 
not figures—that make profits—or losses, 
and accounting procedures have not yet 
found a place for an evaluation of people 
on the balance sheet. The accountant, and 
also the engineer, has lived entirely with 
hand-controlled figures. Too few have 
learned how to direct the intangibles of 
the human figures. Salaries and wages do 
not purchase respect and loyalty. 

Our success in life is in direct propor- 
tion to the interest which other persons 
take in us. To be successful, we must so 
perform that others will become interested 
in us. Who is interested in the recluse or 
hermit, except for morbid curiosity about 
his rumored wealth? Each of us is a sales- 
man, whether we like to sell or not. Each 
day we huckster our goods, ideas and serv- 
ices. The higher up the industrial scale we 
operate, the greater will be the demand 
for our ideas. Unfortunately, the account- 
ing profession does not develop articulate 


abilities to the extent that other profes- 
sions do, such as insurance. 

Karl H. Rudolph, Cleveland Electric 
Illuminating Company, proclaimed before 
the 23rd Annual National Conference of 
Controllers Institute: “It is usually the 
good communicator who reaches the top 
rungs of the management ladder.” This 
philosophy is explained in ‘Making Con- 
trollers Articulate,” by Glen E. Mills, in 
the March 1954 issue of THE CONTROL- 
LER. However, one must perform if he 
is to perfect. There is an old maxim: Be 
careful on what you set your heart, for 
you shall surely have it. 

The National Association of Cost Ac- 
countants recently conducted a survey of 
what top management wants in its reports. 
The following prescription resulted: Keep 
them simple, short and clear. Make them 
forward-looking. Tailor them to the needs 
of the executive to whom they are ad- 
dressed. Too much detail hides trends and 
broad aspects. These are more important 
than individual items. Management wants 
to see what’s ahead next year. The real 
problem is in making effective the com- 
munication of information to top manage- 
ment. The Wall Street Journal on January 
5, 1955, stressed the urgency of these 
ety at great length and editorialized 
the subject on January 13, 1955. 

One of the primary functions of con- 
trollership is to study and determine the 
cost of doing business. To do business, 
either the individual or the group must 
communicate to some one who will listen 
and in turn, that individual or group must 
listen to receive the reaction to what has 
been communicated. With the numerous 
business methods of communication— 
telephone, telegraph, intercoms, letters, 
memos, reports of all kinds, conferences 
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“| told you not to buy a hat the day you got promoted!” 


—TV and individual conversations, it is 
readily understandable why the cost of do- 
ing business is so complex and conse- 
quently so expensive. Furthermore, com- 
munication is expensive in time, under- 
standing and emotional control. The emo- 
tional control and its effect perhaps comes 
higher in its far-reaching consequences 
than any other concept of communication, 
because the process of communication is 
much less simple than we ordinarily real- 
ize. It is a problem of design! 

From having lived with and in manage- 
ment at various stations, we know it throws 
off varicolored beams of communication 
at every angle. Why are these rays of com- 
munication colored with all the different 
hues of the spectrum from the highest of 
human intelligence to the lowest of hu- 
man emotions ? 


MEANING 

Meaning is the heart of the communica- 
tion. We have often heard the expression: 
They do not speak the same language. 
More than likely, their failure to com- 
municate is not a matter of vocabulary, 
but of emotion. If we penetrate deep 
enough, we find fear, suspicion or jealousy 
hiding the meaning of the words used. 

Meaning is composed of facts, feelings 
and purposes. These elements are variable 
interdependents. Facts may change. Feel- 
ings may vary even more frequently—and 
without warning. Purposes will alternate 
according to shifts of facts and feelings. 
Development in persons and situations 
creates these variations. As a result, timing 
is a most important element in communi- 
cation. 

We overlook that past experiences and 
training are potent factors in determining 





attitudes which cause a person to interpret 
a message. Then, too, the character of the 
relationship can have a powerful bearing 
on the meaning of that message. If there 
is confidence within that relationship, com- 
munication of meaning is easy and words 
are relatively unimportant. Where there 
is fear, distrust or dislike, failure of the 
meaning of communication is a strong 
probability, no matter how carefully the 
words are selected. Our associates inter- 
pret the meaning attempted by our mes- 
sages based upon what we stand for and 
upon what they think our intentions are 
toward them. 

There must be a reciprocal action be- 
tween persons if the intended meaning is 
to be conveyed successfully. Much com- 
munication of meaning fails because one 
person—sometimes both—performs as 
though he were the only one in existence. 
He behaves as if his listeners were jelly 
fish. He seems to imagine that his ideas 
can be perforated into the minds of people 
like lead from a shotgun. Differences in 
temperament and experience are important 
aids in assimilating meaning. The listen- 
ers reaction is highly essential to success. 
This reaction can be measured not only 
by words spoken to him, but by what the 
listener’s temperament and _ experience 
contribute to the interpretation of those 
words. 


Transmission of Meaning 

Face-to-face communication is the best 
arrangement for successful transmission of 
meaning. A person’s reaction can be eval- 
uated and misunderstanding corrected im- 
mediately. The written communication 
does not provide for testing interpretation 
on the spot. If employes feel insecure, de- 
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pendent or frustrated in their daily moti- 
vations, no organizational manual can tell 
them where they belong. 

Where these unfavorable reactions are 
sensed, it is useless to send out more in. 
structions or ideas. By personal contact, a 
sound relationship should be re-estab. 
lished. Back up from a position to rebuild 
approaches of confidence so that a bridge 
of understanding can be established. One 
reason a successful man can do the type of 
work in which he is engaged is that he has 
made mistakes. Recognition and admis. 
sion of your own errors develops an ap. 
preciation of the weaknesses in others, and 
creates a respect for your integrity by your 
associates. In many situations reversals 
have been converted into opportunities. 


Some Vehicles of Transmission 

1. Words—written or spoken and con- 
sciously intended to transmit meaning, 
Most people believe words are all there is 
to communication. 

2. Interpretation made by other people 
of the words used by us. Many words have 
multiple meanings and people have dif- 
ferent meanings in mind. If the thought 
is out of context, the meaning can be vi- 
tally changed. The sectional or national 
environment in which the word is used 
affects the meaning. Those not accustomed 
to expressions of our own Southland 
would not know that “evening” means 
any time after the noonday meal. One 
must live among a people, know their his- 
torical development to understand their 
thinking, customs and language. Even then 
there is no positive assurance what the 
person means, though there seems only 
one possible meaning, unless your inter- 
pretation of what has been stated is ex- 
pressed. 

3. Insight into the situation. Manage- 
ment often assumes that “the facts speak 
for themselves.” Each of us should realize 
that every word or act of one member of 
our group that affects another member is 
an uninterrupted chain reaction. It is un- 
realistic to assume that speaking, especially 
issuing instructions, is a one-way process 
like firing a gun. The person who receives 
instructions has a prompt mental and emo- 
tional response, even before he responds, 
guessing what the meaning is for him. 

4. Silence is a most effective vehicle for 
conveying meaning. The “‘cold shoulder” 
treatment can be more emphatic than a 
verbal turndown. 

5. Body gestures, such as a look, a 
raised eyebrow, or a facial expression can 
catry more meaning, especially where con- 
tempt or disagreement is intended, than 
all the shouting and tumult. 

6. Labor unions are an agency through 
which the employe speaks to manage- 
ment, even though the leaders of the un- 
ions usually create ideas for the employe 
to support. Unions were born as the re- 
sult of management’s refusal to listen and 
have now become the “feedback” for a 
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substantial part of our industrial relations. 
A dispassionate reading of an unbiased 
Jabor history of the United States is most 
illuminating for any one who has not had 
that experience. One wonders whether 
the standard of living was raised in the 
board room or on the picket line—or both. 

7. The function of any art is communi- 
cation. Companies express their policies 
unwittingly in the design of their offices, 
products, their packaging and how their 
products are marketed. 


Use of Language 

Language is not a precision instrument, 
but rather a kind of code for the transmis- 
sion of messages—with or without mean- 
ing. The languages of the world are merely 
code signs and sounds. There will be times 
when either the worker, supervisor or 
management will interpret an explanation 
or decipher the code in an entirely differ- 
ent manner from which it is intended. 
People use words differently and with dif- 
ferent meanings, especially in international 
relationships. Words should be chosen 
with care. The aim is to reach the mind 
of the other person. To do this, the words 
must fit his level of intelligence and back- 
ground of experience. The lives and edu- 
cational background of the messenger and 
the manager are not likely to be the same. 
Each has a different concept of the word 
“punch.” 

Abstract words are dangerous. They 
cause thinking to slip off into uncertain 
areas of feeling and purpose. Words with 
several meanings should not be used, or 
else defined in detail as to what is meant 
in a particular situation. 

The absence of precise words is both a 
cause and an effect of fuzzy thinking. Re- 
call the story of the little girl who was 
warned to think before she spoke. ‘‘But,”’ 
she protested, “how can I tell what I think 
until I see what I say?” 

Verbosity and pompousness are often a 
weakness of top brass. Unnecessary words 
create opportunities for misunderstanding. 
They subject the listeners to the risk of 
being bored. Habitual wordiness condi- 
tions the listener to inattention. So much 
is not worth hearing that the listener be- 
comes preoccupied with more challenging 
thoughts. 

Buzz sessions are excellent opportuni- 
ties to clarify thinking and to stimulate 
new ideas. But in a relationship of author- 
ity it is unwise to indulge in the luxury 
of thinking out loud, unless all present 
understand that an exploration is being 
made purely to generate new concepts. 
The group should be intimate. Controllers 
are in a position of authority. They are 
especially obligated to make statements 
with clear, concise meanings, the under- 
standing of which cannot be doubted by 
even the most prejudiced. Communication 
is synonymous with control. Oftentimes, 





the root of the trouble with our language 
is not that we cannot speak clearly, but 
that we are not good enough “imagineers.”” 


Influence of Feelings 

Feelings are caused from hidden factors 
in living that are never the same for any 
two persons. A sentiment cannot be meas- 
ured as though it were a debit and a 
credit, capable of accounting on the bal- 
ance sheet and income statement. Yet in 
our handling of human figures, we might 
as well recognize that feelings are a kind 
of item that has to be accounted for. Its 
effect is actually hidden in the balance 
sheet—obscure though it may be. The 
strongest of all these feelings probably are 
those feelings each of us has about him- 
self. Sometimes these are difficult to un- 
derstand. As the old saying goes: “A// the 
world is queer save thee and me, and even 
thou art a little queer.” 

An individual’s personal feelings can 
affect, or infect, all the forms of meaning. 
In that last new situation which arose in 
your organization, wasn’t it natural to 
wonder: “What does this mean for me?” 
Self-feelings can balloon to such size as 
to obscure logic and real meaning; even 
make obvious facts seem unnatural or un- 


important. They are often the hardest to 
direct constructively, because of the sly 
way in which they interpret meaning for 
those who are affected. Name one who 
hasn’t been involved at some time to a lim- 
ited extent. 

Confusion, too, often arises between 
feeling and fact. This difference must be 
isolated if meanings are to be understood. 
Many find it difficult to take the facts as 
they are. It is not easy to be objective with 
facts, and what happens is: Our Facts. 
And our facts usually prove our point. 
They show our opinions, judgment and 
purposes to be reasonable and proper, 
while others around us come to entirely 
different conclusions based on the same 
facts. 

We frequently “think” our feelings. 
Our minds are controlled by impulse and 
whim. It is very difficult to reverse a deci- 
sion determined by feelings, especially 
when facts and figures have to be used. 
We are naturally responsive toward those 
who show their approval of us as individ- 
uals and of the work we do. A hardy ob- 
jectivity must be exercised to call flattery 
what it is and to appraise the source for 
what it really is, regardless of who that 

(Continued on page 36) 


DO YOU KNOW YOUR EMPLOYES? 

Illustrative of how little supervisors and upper layers un- 
derstand what is in the mind of the wage earner, the result 
of a recent survey conducted by the Labor Relations Institute, 
Newark, New Jersey, in 24 plants is convincing. Foremen 
were asked to rank ten key elements in order of their impor- 
tance to the employes under them. As a check against these 
replies, the workers in the same companies were requested to 
rate the same items. These are the results: 


Ranked Ranked 


By By Missed Worker 
Job Element Workers Foremen Thinking By 

Full appreciation of work done Ist 8th 7 Places 
Feeling “in” on things 2nd ~=s-'10th 8 ” 
Sympathetic help on personal 

problems 3rd 9th a" 
Job security Ath 2nd ele 
Good wages 5th Ist roe 
Work that keeps you interested 6th 5th | ag 
Promotion and growth in company 7th 3rd head 
Personal loyalty to workers 8th 6th mie 
Good working conditions 9th Ath he 
Tactful disciplining 10th 7th a> 


In very truth, these ratings speak volumes for themselves. 
The highest importance is given to the intangibles by the 
workers—first, second and third, while management rates 
these eighth, tenth and ninth. Wake up management “or 


forfeit freedom!’’* 


* “Or Forfeit Freedom’ by Robert Wood Johnson, Double- 
day and Company, Inc., Garden City, New York, 1947. 
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Profit Planning 
Under Automation 


John H. Rittenhouse 


UTOMATION may well be the “‘second 
A industrial revolution” but, like the 
first, it will come about as fast and as far 
as individual entrepreneurs find it profit- 
able. A declining industry, a highly un- 
stable market, or vulnerability of the prod- 
uct to substitution may make automation 
less desirable than a manufacturing sys- 
tem that permits the enterprise to remain 
competitive through flexibility. 

The decision when to automate, what to 
automate, or what part of the product to 
automate is essentially a financial decision. 
It faces an enterprise whenever a product 
is being redesigned, whenever a new plant 
is being considered (automation might 
make better use of present space, for in- 
stance), and especially when more produc- 
tion at lower cost is urgently needed. 

These decisions can only be made 
through careful financial analysis of the 
specific situation. Modern accounting 
methods provide the tools for these analy- 
ses. Well-planned enterprises are using 
these tools now. Automation will simply 
make more sophisticated financial analysis 
a necessity for survival. 

Careful market forecasting is the first 
requirement for any automation decision. 

1. The forecast must indicate a high 
volume of demand over the period re- 








quired to recover investment, for automa- 
tion permits little flexibility in accommo- 
dating fluctuations in sales. On the other 
hand, automation itself affects the future 
demand. Lower costs may stimulate sales 
through price concessions or through lib- 
erating additional funds for promotional 
effort. 

2. The forecast must indicate no major 
changes in sight for the period required 
to recover investment. The cost of chang- 
ing a product under automation is very 
high. Machinery and tools are often de- 
signed for a single purpose, limiting their 
usefulness. Restriction on changes may 
actually encourage obsolescence, thus has- 
tening the day when a complete redesign 
is necessary. Analyses of trends of com- 
petition, the nearness of substitutes, and 
future changes must be gathered from 
designers, the research labs, and field 
sources, and these data must be more ex- 
tensive and better coordinated than ever 
before. It would be unrealistic, for in- 
stance, to plan automatic processes for a 
piston line if the research labs know that 
a piston engine will be replaced by a tur- 
bine in the near future. 

Fortunately, it is not necessary to con- 
sider only the completed product as a fit 
subject for automation. It is characteristic 


JOHN H. RITTENHOUSE, a graduate of Illinois Institute 
of Technology, is associated with McKinsey & Company, 
management consultants, in their Chicago, Illinois office. 
As a consultant he is engaged in helping client com- 
panies to find opportunities for profit improvement and 
ways to bring about the improvements. Before joining 
McKinsey he was associated with Ford Motor Company, In- 
ternational Harvester and Caterpillar Tractor Company. 
This article is an outgrowth of his continuing study of the im- 
pact of various technical advances on corporate profits. 
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of the great bulk of our durable goods 
that basic components do not change ex. 
cept for cycles of fairly long duration. 
New models and style changes are ac. 
complished by changing the external ap. 
pearance or by changing some, but not all, 
major elements. These stable components 
are ideal for automation. 

Let us examine the influence of automa- 
tion on some of the familiar financial 
analyses. 


MARKET FORECAST AND 
PRODUCTION CAPACITY 

Consider, for instance, the problem of 
how much capacity to build for future 
sales. Figure 1 graphs the dollars of dur- 
able goods consumption for the years 
1947-1953. Suppose, for the sake of sim- 
plicity, that a company’s sales are a con- 
stant percentage of the total. Suppose 
further, that the enterprise’s management 
correctly assumed these trends in 1947, 
and wanted to calculate what they should 
do—leaving competitive factors out of the 
question for the moment. The controller 
might reasonably have posed the follow- 
ing questions: 


When sales are increasing at the rate of 
6 per cent a year, is it more economical to 
supply sufficient capacity to produce maxi- 
mum requirements seven years hence? 


Or, is it more economical to add addi- 
tional equipment as required ? 


When sales vary from month to month 
from a seasonal low of 86 per cent to a 
seasonal high of 114 per cent of average 
is it more economical to produce for in- 
ventory during periods of low sales? 


Or is it more economical to pay over- 
time in periods of high sales? 


If the capacity provided were great 
enough to produce the maximum sales re- 
quirements in 1947 (shown by the dotted 
line in Figure 1), only 80 per cent of the 
total yearly capacity would be used in 1947. 
However, by 1950 the capacity would be 
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utilized 100 per cent for the total yearly 
sales. After 1950, the capacity would be 
inadequate to meet sales requirements. 

This calculation should, of course, be 
made whether automation is contemplated 
or not. But many companies get by with- 
out making it because traditional manu- 
facturing processes allow the manager to 
second-guess his estimates. With automa- 
tion the high cost of the investment and 
the rigidity of the process do not permit 
the correction of mistakes later on. 


CHANGING COST PATTERNS 

Financial analyses under automation re- 
quire consideration of many more factors, 
including effects on costs—since cost re- 
duction is one of the major advantages to 
be looked for in an automated operation. 
Reduction of costs is achieved by chang- 
ing the cost pattern. Some costs are elimi- 
nated; fixed costs are substituted for var- 
iable costs. 

Such reductions are usually expected to 
be obtained in the direct labor applied to 
the product, space requirements for ma- 
chinery and inventories, investment in in- 
process inventories, and from less mate- 
rials handling and less inspection due to 
more uniform quality. 

To obtain these cost reductions, it is 
often necessary to increase some elements 
of cost. For example, the investment in 
capital equipment may increase because 
more equipment will usually be required. 
More equipment means more maintenance 
to be performed. This is true of both 
routine maintenance and major overhaul. 
In addition, automation may require a 
more highly skilled employe and conse- 
quently his wage rate will be higher. 
Labor rates of the machine operators 
themselves can be expected to increase 
under automation. 

Up-and-down fluctuations are not the 
only changes in cost patterns. Variable 
costs may tend to become semivariable. 
For example, an operator of an independ- 
ent machine may be added as required. 
When several operations are used as a 
unit, the operators become crews and as 
such are added to the production opera- 
tions as a group. Contrasted with the 
effects of adding one operator at a time to 
ease production upward, crew additions 
tend to raise costs and productive output 
by steps. To some extent this is also true 
for service organizations. 

It is far more important to consider the 
way these cost patterns change than to 
consider whether they go up or down. 
Making a cost independent of the volume 
fluctuations often has more effect on the 
profit potential than a comparable change 
in the break-even point. At the break-even 
point, the conversion of a dollar of variable 
cost to a dollar of fixed cost does not affect 
the total cost of producing this volume of 
goods. But it does affect the profit or loss 
potential when the volume is increased or 
reduced relative to the break-even volume. 








Dollars 





Maximum Expected Sales 





Seasonal Variation 





Actual Sales 





0 





a a a a a a a es ay ee es er a ae ee ea es as ee ra 
1947 1948 1949 1950 


1951 1952 1953 1954 








FIGURE | 
Typical pattern of sale of durable goods 
Source: Dept. of Commerce 
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FIGURE Il 


Break-even chart. Effect of converting one dollar of vari- 
able cost to one dollar fixed cost at break-even volume 


As shown in Figure 2, the —_ of the 
total cost curve is altered. The effect of the 
conversion of variable to fixed costs is to 
act as multiplier of the profit or loss 
potential. 

This is one of the primary objectives de- 
sired when automation is introduced into 
the manufacturing processes. 


On the other hand, introduction of new 
equipment—automatic or otherwise—may 
add fixed costs that will not be offset by 
a reduction in variable costs. The net re- 
sult is an increase in the sales required to 
break even. This factor is very important 
when normal operational volume is near 
break-even volume. (Continued on page 22) 
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FIGURE Iil 
Relationship between sales forecast and profit for varying volumes of sales 
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FIGURE IV 


A 
Total profit as obtained 
by low break-even point 
and low leverage factor 


Elimination of an operation would re- 
duce both fixed and variable costs. A re- 
duction in either or both has the effect of 
reducing the break-even volume and act- 
ing as a multiplier of the profit potential. 


PROFIT POTENTIAL AND CAPACITY 
When additional capacity is desired, the 
type of > ae agee used to secure this 
capacity affects the potential profits. For 
example, when more equipment of the 
same kind is added to the production 
lines, the break-even volume is raised 
without changing the profit per unit ap- 
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B 
Total profit as obtained 
by high break-even point 
and high leverage factor 


preciably. However, when the equipment 
is improved or automated, the profit per 
unit is some multiple of the magnitude of 
change in volume. The latter statement 
assumes changes in the variable costs are 
sufficient to alter the slope of the line 
(Figure 2). 

To illustrate the relationships between 
the amount of automation in terms of 
capacity and profit potential, consider 
Figure 3. This is the data from Figure 1 
replotted with a break-even chart on the 
side. 

If it is assumed that the company wants 
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to make a profit with the smallest volume 
that is to be normally expected, the break. 
even volume must be below 80 per cent of 
the average yearly volume expected in 
1947. If it is determined that enough 
capacity is to be provided to produce the 
maximum volume expected during the 
period of the forecast, then the capacity 
must be 120 per cent of the average yearly 
volume in 1953. 

These two conditions may conflict. It 
may be impossible to have a break-even 
point low enough to assure some profit 
under expected minimum sales and still 
have enough capacity to supply expected 
maximum sales. Providing capacity for 
maximum sales requirements may aise 
the break-even point and wipe out poten- 
tial profits at low volume. Maintaining a 
low break-even point may limit future out- 
put potentials and require additional 
equipment to meet higher volume require- 
ments. 

Of course, it is desirable to have a 
break-even volume as low as possible. The 
lower the break-even volume, the greater 
will be the profit potential at the mini- 
mum expected sales. However, maximum 
profit is a function of the position of the 
break-even point and the rate of diverg- 
ence, or the leverage factor, of the cost 
and revenue curves. Automation will usu- 
ally increase the rate of divergence faster 
than nonautomatic processes. 


MAXIMUM PROFITS DETERMINE 
HOW MUCH AUTOMATION 


The degree of automation in a manv- 
facturing process is determined by the 
maximum profits to be realized over a pe- 
riod of time. In other words, do automatic 
operations with their higher leverage fac- 
tor increase total profits over the total 
profits to be realized by having a low 
break-even point and low leverage? 

These total profits are depicted in Fig- 
ures 4A and 4B. The total profit is repre- 
sented by the areas between the cost and 
revenue curves. The most desirable choice 
is the alternative that yields the maximum 
area and, hence, the maximum profit. 

The combination of automatic and non- 
automatic operations that yields the maxi- 
mum profit is the determinant of the de- 
gree of automation. 


RATE OF RETURN OF INVESTMENT 


A word of caution should be injected 
at this point. Maximum profit as deter- 
mined by the previous approach may lead 
to unwise choices in the productive facil- 
ities unless each alternative is weighed 
for its rate of return on investment. 

For example, even though profits a few 
years hence are attractive, those profits are 
not so vital to the company’s operations as 
are the profits from the near years. Even 
though the break-even analysis is revised 
for each contemplated change in costs, 
proper weight may not be given to the 
timing of additional expenditures. That 

(Continued on page 48) 
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Selling and Administrative Expenses 


T. J. Williams 


OR A MOMENT let’s assume that we 

have accomplished the ultimate in cost- 
ing our products and look below the gross 
profit point on our profit-and-loss state- 
ment. There we will find two basic groups 
of expense accounts, namely, selling ex- 
penses and administrative expenses, cata- 
gorized in an old and traditional manner. 
There is no question about it, we should 
give them some long overdue attention. 

To those who have been engaged in a 
cost-reduction program in the factory, it 
is needless to say that the first essential is 
an accounting of factory cost by depart- 
mental responsibility. Without this essen- 
tial tool, a cost-reduction program and 
effective control of factory costs is an im- 
possible task. We conclude that there must 
be something to this departmental cost 
which gives us the key to control. 

We re-examine our profit-and-loss state- 
ment for a moment. 

What are selling and distribution ex- 
penses ? 

What are administrative and general 
expense Z 

Are there natural divisions to these two 
groups of expenses? 

Are they capable of being accumulated 
by departmental responsibility? 

Will a redistribution of these expenses 
help in controlling them? 

We continue to examine the selling 
and distribution expenses and determine 
that there are four natural divisions in the 
following sequence: Product promotion 
and design, salesmen’s cost, delivery and 
packing costs, general selling expenses. 
These natural divisions seem to have some 
merit in assisting us to control these ex- 
penses and classification by departmental 
responsibility. Exhibit I shows the selling 
and distribution expenses in both the re- 
distributed and traditional methods. 

The general and administrative ex- 
penses also have four natural divisions, in 
sequence they are: Office service, credit 
and collection, accounting and auditing, 
and general and administration. The redis- 
tributed and traditional methods are 
shown in Exhibit Il. (See page 30.) 

The term redistribution is implying that 
these expenses be accumulated in the man- 
ner set forth. 

The redistribution of selling and ad- 
ministrative expenses is basically designed 
to provide management with a more ef- 
fective control over these elements of ex- 

(Continued on page 30) 


EXHIBIT | SELLING AND DISTRIBUTION EXPENSES 
Redistributed Traditional 
1. PRODUCT PROMOTION AND DESIGN: Advertising 


S| 





T. J. WILLIAMS is chief accountant of Aladdin Industries, 
Inc. (formerly the Mantle Lamp Company of America) with 
general offices in Nashville, Tennessee. He is in charge 
of general and cost accounting and devotes much of his 
time to special accounting projects relating to manage- 
ment. He was formerly associated with the public account- 


ing firm of McIntyre and Associates of Nashville, Tenn. 


Advertising (Space and Radio) 

Art Work, Composition and Layout 
Direct Mailings and Catalogs 
Dealer Promotion 


Design Salaries 


Design Supplies 


Travel 


SALESMEN’S EXPENSES: 


Salaries 
Commissions 
Bonuses 
Training 


. DELIVERY AND PACKING EXPENSES: 
Shipping Room Salaries 

Sales Freight and Delivery Expense 
Shipping Supplies 

Traffic Salaries (Outbound) 


Traffic Supplies 


. GENERAL SALES EXPENSES: 


Sales Salaries 
Sales Supplies 
Sales Expense 
Sales Travel 


Art, Composition and Layout 
Dealer Promotion 
Designing 

Employes Pension Trust 
Sales Office Salaries 
Sales Commissions 
Sales Salaries 

Sales Travel 

Sales Expense 

Sales Freight 

Stationery and Printing 
Telephone and Telegraph 
Shipping Expense 
Payroll Taxes 

Group Insurance 
Insurance 

Royalties 

Sales Rent 

Shipping Room Salaries 
Dues and Publications 
Taxes 

Depreciation 


Office Machine Maintenance and Rent 


Sales Rent 


Employes Pension Trust 


Payroll Taxes 


Group Insurance 


General Insurance 
Dues and Publications 


Royalties 
Taxes 
Depreciation 
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Broader Sampling of Economic Data 

The Government will make a major move designed to im- 
prove its data on employment, unemployment, and other 
economic indicators. Beginning late next Spring, the Census 
Bureau will base official employment height and unemploy- 
ment data on an expanded sampling survey. The Bureau's 
current population survey, used for the past 15 years, is based 
on interviews with the scientifically selected sample of 21,- 
000 households located in 230 areas comprising 453 counties 
and independent cities in 46 states. The expanded sample is 
to consist of 35,000 households spread over 330 areas, com- 
prising 638 counties and independent cities in all 48 states. 
All the present 230 areas are scheduled to continue in the en- 
larged sample. The current population survey provides em- 
ployment height and unemployment data as well as serving 
as a basis for up-to-date information on personal and family 
income, growth in the number of households and families, 
school enrollment and many other items. 


Sales of Treasury Stock 

A corporation is not taxable on the gain from the sale of its 
treasury stock, where the purchase and sale of its capital stock 
is limited to wholly intracorporate purposes with no element 
of speculation or gain. 


How Not To Retire 

According to IRS, an employe who is retained by his em- 
ployer as a “‘consultant’’ after retirement but continues to 
perform the same services, remains an employe. 


The Corporate Name in Taxes 

The right to the use of a corporate name constitutes a 
capital asset and proceeds from the sale thereof represents 
capital gain, according to Rev. Rule 55-694. 


Farm Surpluses 

The Government’s investment in price-support farm com- 
modities now exceeds $7.7 billion, according to the Agri- 
culture Department. This concurs with an investment of 
$6.6 billion on October 31, 1954. The current total includes 
$1.8 billion in loans outstanding and $5.8 billion in inven- 
tories. Price-support operation for wheat, cotton, corn and 
tobacco account for the bulk of the outstanding loans. 
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Capital Gains Tax 
Two of the four papers on the economics of the capital 
gains tax, submitted to the Tax Policy Subcommittee of the 
Congressional Joint Economic Committee, were in disagree- 
ment concerning the seriousness of the locked-in effect of the 
capital gains tax. One of the papers held that the expanding 
decade ahead will need mass investment to insure expanding 
markets and production and saw the locked-in problem as a 
serious barrier to mass investment. Another paper said the 
locked-in effect of the tax was “seriously overrated.” 


Higher Payments on Military Contracts 

The Defense Department has issued a new directive allow- 
ing higher payments under military contracts, mainly for 
aircraft. The profits will apply to payments made as items are 
delivered and before a final price is arrived at after the con- 
tract is complete. Profit figures will be set by negotiations 
when the contract is signed and will be changed only if new 
estimates of costs in making the item change. Generally, 
profits are expected to run around 8% or 10%, compared 
with the old and short-lived directive rendering temporary 
payments to 105% of cost (in effect 5% profit). The new 
order applies to contracts of the incentive type and price re- 
determination type. 


Capital Assets 

Capital assets, according to Ct.D.1787, do not include 
commodity futures bought and sold by a manufacturer to 
protect itself against price increases and to assure itself of a 
ready supply of raw material for its manufacturing needs. 


Withholding Taxes 


A private employer is no longer required, under the terms 
of Public Law 321, to withhold both federal income tax and 
possession income tax on remuneration paid to United States 
citizens for services in U. S. possessions. 


Capital Gains and Losses 

IRS has issued proposed regulations on capital gains and 
losses under the 1954 Code. This includes all the subchapter 
P of chapter I, except part IV, relating to the special rules for 
determining capital gains and losses. 


Forms and More Forms 
The number of different federal reports filled out period- 
ically by businessmen now totals 4,470. 


Businessmen in Government 

An executive order has been signed which tightens the 
“conflict of interest’ regulations affecting businessmen serv- 
ing without compensation and other part-time experts and 
consultants to the Government. The order requires unpaid 
government consultants to ‘‘abide by the same high standards 
of ethical conduct which are demanded of all government 
officials.’’ It limits the functions of experts and consultants 
to advising top government officials and specifically bars 
them from making recommendations. It also requires full 
publicity on the unpaid employe, including his business con- 
nections. —BENJAMIN R. MAKELA 
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Recordak Microfilming makes possible a 
unique billing short cut . . . saves $3,000 per 
) year for The Sinton Dairy Company, Colorado 
Springs, Colorado. 


Every time the milkman stops at your house he lists your 
purchases on a route sheet made out in your name. End of 
the month the whole story’s there. 


“How,” asked Sinton Dairy, ‘“‘can we eliminate tran- 
scribing the information on our route sheets to customer 
statements?” The local Recordak Systems Man suggested 
a short cut so simple it was almost startling. 


“Microfilm your route sheets... then send these very same 
sheets out as bills.?? 


Result: The Sinton Dairy saves $250 per month in billing 


**Recordak” 
is a trade-mark 


The dairy that stopped 
making out bills 


RECORDAK CORPORATION (Subsidiary of Eastman Kodak Company) 
444 Madison Avenue, New York 22, N.Y. 
Gentlemen: Please send free copy of “Short Cuts That Save Millions.” 





costs; gets bills out ten days faster; ends transcription 
errors; gives customers a statement that answers questions 
in advance; saves 98% in filing space; speeds reference... 
has a film record that’s complete, compact, authentic. 


FREE... Valuable New Booklet 


**Short Cuts That Save Millions” shows typical examples of how 
over 100 different types of business—thousands of concerns—cut 
record-keeping costs with Recordak Microfilming. Chances are 
you’ll find some profitable ideas for your own business—no mat- 
ter what its type or size. Just mail the coupon...mno obligation 
whatsoever! Recordak Corporation (Subsidiary of Eastman Kodak 


Company), 444 Madison Avenue, New York 22, N.Y. 


SRECORDERK 


(Subsidiary of Eastman Kodak Company) 


originator of modern microfilming— 
and its application to accounting routines 
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New Recordak Reliant does the job of 3 micro- 
filmers. Saves film... is easier to operate Street City State 























A list of 226 recommendations for in- 
come tax changes were submitted to federal 
authorities by the Committee on Federal 
Taxation of the American Institute of Ac- 
countants. Committee Chairman J. S. Seid- 
man, CPA, of New York said the pro- 
posed changes would close loopholes that 
give special advantages to some taxpayers 
and remove inequities that unfairly burden 
taxpayers in other situations. 


HIGHLIGHT RECOMMENDATIONS 

1. The Committee urges that Congress 
adopt one of various proposals for permit- 
ting taxpayers to average their income over 
several years for tax purposes. 

2. Taxpayers should be allowed to de- 
duct the expenses of seeking employment, 
such as travelling for interviews, reproduc- 
tion of resumes, telephoning, postage, and 
advertising. Fees of employment agencies 
are already allowed. 

3. The taxpayer should be allowed the 
$600 exemption for an otherwise qualified 
dependent if he has provided more than 
half the support, regardless of the income 
of the dependent. 

4. Persons retired before the age of 65 
under private pension plans should be 


given the same advantages as the present 
law gives to retired public employes. 


MAKING MONEY ON CHARITY 

A loophole that the Committee suggests 
closing now lets some taxpayers make 
money by “giving” it away. Under the 
present law, when the taxpayer donates 
property that has increased in value since 
he bought it, he gets a deduction for the 
contribution at the “fair market value,” 
but pays no tax on the gain. The Commit- 
tee suggests that the Government treat this 
situation as though the taxpayer had sold 
the property at fair market value and con- 
tributed the resulting cash. He would then 
get the deduction, but would also pay tax 
on the gain. 


ABUSE ON RAPID DEPRECIATION 

The Committee recommends changes to 
prevent abuse of the new depreciation 
methods to turn income into capital gains. 
This could be corrected by providing that 
an asset must not be depreciated below its 
salvage value, or by taxing any gain from 
the sale (above that which might have 
been realized without accelerated deprecia- 
tion) at regular rates instead of the capital 
gains rates. 
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CPA’s Recommend Changes to Make Income Tax Fairer 


Accelerated depreciation should be al- 
lowed on used equipment having at least 
five years of estimated remaining useful 
life. At present, stepped-up depreciation 
is allowable only on new equipment. 


CORPORATIONS RECEIVING DIVIDENDS 

The present tax on 15% of dividends 
received by one corporation from another 
should be removed since the corporation 
paying the dividends has already paid a 
corporate income tax and distribution to 
individual stockholders will be subject to 
tax. 


CED View on 1956 Tax Policy 


Planning should begin now, according 
to the Committee on Economic Develop. 
ment, about what kind of tax reduction 
should be made in 1956. If a tax cut turns 
out to be consistent with sound budget 
policy, the CED believes that it is sound 
budget policy to set tax rates high enough 
so that they would balance the cash ex. 
penditures of government under condi- 
tions of high employment. 

Actual tax collections, then, would ex- 
ceed expenditures and produce a budget 
surplus when the economy is operating in 
the capacity levels that would fall below 
expenditures when employment is low. 
Based on anticipated revenues and expen- 
ditures, CED believes it reasonable to as- 
sume that taxes can be cut by $3 billion to 
$4 billion as a basis for considering what 
kind of tax-reduction program is most de- 
sirable. 

The Committee believes that the major 
tax impediments to growth in the economy 
are to be found in the prevailing rate 
schedule of the individual income tax. It 
is the Committee’s view that all income 
tax rates should be reduced and that a rel- 
atively greater percentage of reduction in 
taxes should be made in the middle and 
upper brackets where extremely high rates 
are seriously interfering with the incentive 
to take risks and with the supply and mo- 
bility of investment funds. 

The Committee also recommends that 
the corporation income tax be reduced at 
least two points (to 50%) on the date of 
the scheduled reduction, April 1, 1956. 

As to excise rates, the Committee be- 
lieves that, of the assumed $3 billion to 
$4 billion available for possible revenue 
reduction, the amount for cutting excises 
will be small. The CED suggests that at 
least the steps should .be taken and that 
the rates on automobiles and parts be al- 
lowed to decline on schedule. If more 
room is found for tax reduction, the sug: 
gested scheduled reductions in excise on 
alcoholic beverages and tobacco should 
also go into effect. 
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Ford’s Payments to Layoff Funds 
Ruled Deductible by Treasury 


The U.S. Treasury Department has 
ruled that payments made by the Ford 
Motor Company into trust funds under its 
layoff pay plan, will be considered cur- 
rently deductible business expenses for 
federal income tax purposes. Federal 
Treasury approval was one of the condi- 
tions that had to be met before the Ford 
Plan, agreed to in June 1955 with the 
CIO-UAW, could go into effect. 

Ford said its payments would go into 
two trust funds: One covers benefits to 
employes laid off from defense operations, 
and the other to those laid off from all 
other company operations. Contributions 
to the trust funds are slated to begin Janu- 
ary 30, 1956, when Ford will make a 
lump-sum payment of about $10 million, 
equal to five cents an hour for every hour 
a worker has been paid since June 6, 1955. 

Before the layoff plan goes into effect, 
however, one additional requirement must 
be met. This is that states with the total of 
over two-thirds of Ford’s UAW members 
must permit a jobless worker to receive 
full state unemployment benefits at the 
same time he is drawing company layoff 
pay. This rule also holds true for the Gen- 
eral Motors plant. At least four states with 
Ford hourly employes have indicated that 
the integration will be allowed. Ohio 
voters, however, turned down a provision 
on the state ballot in November 1955 that 
would have allowed such integration. 


Survey on Office Machine 


Operators 

The rapid increase in the use of ac- 
counting and other business machines will 
double the number of office machine op- 
erators every ten years, according to a 
study made by the National Office Man- 
agement Association. By 1960, the report 
finds, the number of machine operators in 
offices will be 300,000, compared to the 
approximately 150,000 at present. The 
increased use of accounting machines, 
NOMA says, will not cause unemploy- 
ment of bookkeepers and cashiers, etc. 
The study estimates that some 888,000 
people will be employed in these capaci- 
ties by 1960, compared with 756,000 in 
1950. 

A major proportion of the growing 
number of machine operators in offices 
will be coming from the male sex, the re- 
port indicates. This is a reversal of the 
1940-50 trend. The conclusion of the re- 
port is that the introduction of office ma- 
chines seems to be creating more office 
work rather than throwing people into 
the ranks of the unemployed. The only 
office clerical occupation which is expected 
to show a continued decline in number of 
Workers is that of account and bill collec- 
tors, but this classification represents less 
than 19% of all office workers. 
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SOUTHERN CONFERENCE 
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FEBRUARY 23-25 


p.m. 


evening 


a.m. 


luncheon 


p.m. 


banquet 


a.m. 


luncheon 


Sponsored by Four Southern Controls 


PROGRAM 
FEBRUARY 23 
Reception 
Plantation Party 
FEBRUARY 24 


Subject: Effective Controllership in Industrial Expansion 


Speaker: A. J. Bows, Partner, Arthur Andersen & Co., At- 
lanta, Ga. 

Speaker: Wyatte F. DeLoache, E. I. du Pont de Nemours & 
Co. 

Subject: Bringing Industry to the South 

Speaker: W. Cooper Green, Vice President, Alabama Power 
Co. 

Subject: Insurance Problems of Industrial Expansion 

Speaker: Ed Moran, Vice President, National Association of 
Credit Men 

Speaker: Clayton Rand, Editor, Dixie Guide, Gulfport, Miss. 

FEBRUARY 25 
Subject: To be announced 
Speaker: To be announced 


Subject: Financing a Growing Company 


Speaker: Paul Millians, Vice President, Commercial Credit 
Company, Baltimore, Md. 
Speaker: Hugh Comer, Board Chairman, Avondale Mills, 


Sylacauga, Ala. 


Also Special Events for the Ladies 
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No Laws Seen Needed for Automation Problems 


A Congressional Study Committee re- 
orted no present need for any broad new 
legislation to handle the problems grow- 
ing out of automation. It said Congress 
and the Administration might have to take 
action to smooth over a few specific prob- 
lems, but their chief reliance for taking 
care of workers displaced by technological 
progress must be placed on over-all steps 
to maintain a healthy and growing econ- 
omy. 

The House-Senate Economic Subcom- 
mittee, headed by Rep. Patman (D- 
Texas), held hearings in the fall of 1955 
on developments in automation and tre- 
ceived testimony from spokesmen for in- 
dustry and labor, government officials and 
leading educators. 

“The best and by far the most impor- 
tant single recommendation which the 
Subcommittee can give,” the report de- 
clared, ‘‘is that the private and public sec- 
tors of the nation do everything possible 
to assure the maintenance of a good, 
healthy, dynamic and prospering economy, 
so that those who lose out at one place as 
a consequence of progressive technology 
will have no difficulty in finding a demand 
for their services elsewhere in the econ- 
omy. 


“At this stage of the investigation, no 
specific broad-gauge economic legislation 
appears to be called for, and a very good 
reason for this is that we already have on 
our statute books the Employment Act of 
1946.” 

The Subcommittee suggested that it 
might be desirable to use any extra pro- 
ductivity resulting from automation to 
boost the standards of living of lower in- 
come groups, rather than to shorten the 
work week in the near future. It noted, in 
this connection, that labor representatives 
seemed to be hopeful of an early shorten- 
ing of the work week, but that industrial 
witnesses tended to believe that new and 
better products would boost consumer de- 
mands so much that there might even be a 
shortage of labor. 

The Subcommittee recommended that 
management “be prepared to accept the 
human costs of displacement and retrain- 
ing as charges against the savings from 
the introduction of automation.’’ It also 
noted that careful planning and schedul- 
ing could reduce the necessary adjust- 
ments and loss of work to a minimum, 
and also suggested that businessmen con- 
sider the state of general business and the 
need for increased employment in connec- 
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tion with the introduction of any new 
technology. 

The Subcommittee reported it could 
find no evidence that organized labor had 
resisted the introduction of automation 
and it urged union leaders to “continue 
to recognize that an improved level of liv. 
ing for all cannot be achieved by a blind 
defense of the status quo.” 

Other suggestions of the Subcommittee 
were these: That the Administration and 
Congress take action to increase the use. 
fulness of the U.S. Employment Service, 
especially in placing the older workers 
with special skills; that all levels of gov. 
ernment do more to promote secondary 
and higher education to meet an ever. 
growing shortage of scientists, technicians, 
and skilled labor; that the Government 
itself, as an employer, provide a model 
for enlightened handling of problems of 
workers displaced by new machines; and 
that government statistical programs on 
productivity, occupational shifts and other 
economic trends be improved. 


Ford Foundation Gives 
$500 Million to Colleges 
and Hospitals 


The Nation’s private colleges and uni- 
versities, hospitals and medical schools 
will receive $500 million from the Ford 
Foundation. The grants, the largest single 
philanthropic act ever performed, exceed 
by $150 million the total of $350 million 
given away by the Ford Foundation since 
its establishment in 1937. 

Of the $500 million total, $210 million 
is earmarked for all 615 regionally ac- 
credited, privately supported colleges and 
universities in the Nation, to help them 
raise salaries of teachers. Another $200 
million will go to about 3,500 privately 
supported hospitals to help improve and 
extend services to the public. Another $90 
million is reserved for privately supported 
medical schools to help them strengthen 
their teaching methods. 

The amounts for the colleges were de- 
termined by matching, approximately, the 
payrolls for instruction for 1954-55 for 
each institution. 

The largest single grant, $5 million, 
went to New York University, while the 
smallest grant, $31,900, went to the Cali- 
fornia School for Fine Arts. Thirty-six 
colleges and universities received $1 mil- 
lion or more. 

The grants to hospitals were computed 
on the basis of patient-days of service and 
the number of births in each hospital. The 
top grant, $250,000, in this group went to 
57 institutions, while the minimum in the 
field was $10,000. 


THE CONTROLLER * JANUARY, 1956 














a > 





The Emplovee-Benelit Pan 
that will do the most good 
for vour company and its 
emplovees 










plans. Our 
obligation, in choosing the most suitable plan or plans for 
your company. 
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Roman numerals indicate classification 
under the Basic Long-Range Research 
Program 
I 
Centralization vs. Decentralization in Organ- 
izing the Controller’s Department .. $6.00 
($4.50 to CIA members) 

Setting Salaries in the Controller’s Depart- 
NT cas pees wipecicies wis say sh wie $10.00 
($7.50 to CIA members) 
Developing Men for Controllership .. $3.25 
($2.45 to CIA members) 
Controllership in Modern Management $6.65 
($5.00 to CIA members) 

i 
Management Planning and Control: An An- 
notated Bibliography ............ $6.50 
($5.00 to CIA members) 
Planning, Managing and Measuring the 


DUN eS ole aieicics aa sae eee $2.00 
($1.50 to CIA members) 

Business Forecasting ...........6. $5.00 
($2.00 to CIA members) 


*Depreciation Policy When Price Levels 

SONAR oo ass th abe s0.i0).s pmilore A shee $2.00 
($1.00 to CIA members) 

*The Impact of Budgets on People . 
($1.50 to CIA members) 

ll 

Electronics in Business: A Descriptive Refer- 

RIN EDO is ioe 6:05 a\Seléssie solo niene $2.00 
($1.50 to CIA members) 

Business Applications of Electronic Machines: 

An Annotated Bibliography ....... $2.00 
($1.50 to CIA members) 

What People Want To Know About Your 


$3.00 


SS ee ee eee $5.00 
($1.00 to CIA members) 
IV 
Business Consultants: Their Uses and Limita- 
BONES cos Ghia cies ene enmes $3.00 
($1.50 to CIA members) 
Vv 
Apportionment and Allocation of Corporate 
Net Income for State Taxes ....... $1.50 


($1.00 to CIA members) 
Management Planning for Corporate Taxes 
SSeS eae ee $4.00 

($3.00 to CIA members) 

Defense Mobilization: What Management Is 
RN Ps a ois ieib nie maearOa oes hink ea $1.00 
($.50 to CIA members) 

Vi 
Providing Facts and Figures for Collective 
Bargaining: The Controller’s Role .. $5.00 
($3.50 to CIA members) 

Meeting the Challenge of the Buyer’s Mar- 
Re ee ee eee, $5.00 
($2.50 to CIA members) 

*Studies now out of print. Loan copies 
are available from the Foundation Li- 
brary. 
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Redistribution of 


Selling and Administrative Expenses 


(Continued from page 23) 


penses. It is, perhaps to some, a drastic 
change from the traditional method of 
accumulating and exhibiting these ex- 
penses. In the writer’s opinion, the ad- 
vantages seem to be of more importance 
than the disadvantages. 

Advantages: A management device for 
controlling expenses; an improvement to 
modern budgeting; and an improvement 
in and understanding of statements. 

Disadvantages: Initial installation of 
system and changing accounting records; 
partial loss of value of comparison with 
prior years; and training of personnel in 
new method. 

Some of the strongest arguments against 
this theory would perhaps be advanced by 
the public accounting profession. They 


EXHIBIT II 


Redistributed 
1. OFFICE SERVICE EXPENSES: 
Salaries 
Supplies 


Office Machine Maintenance and Rent 


Salaries 

Supplies 

Dues and Publications 
Collection and Exchange 
Travel 

Bad Debts 


3, ACCOUNTING AND AUDITING EXPENSES: 


Salaries 


2. CREDIT AND COLLECTION EXPENSE: 


would, no doubt, begin by stating that the 
redistribution of selling and administra. 
tive expenses is a Management device and 
should not be used for annual reporting 
to the stockholder. I ask you, should we 
deprive management of a necessary tool to 
increase profits just for the purpose of 
reporting to the stockholders once a year? 
Furthermore, many of the annual reports 
show selling and administrative expenses 
in one figure on the income statement. 

It is believed that the method of redis. 
tribution has great value to an aggressive 
management. Its concept is not new, but 
has not been tested to a great degree. Its 
salient factors are a more positive control 
for management and an aid to modern 
budgeting. 


GENERAL AND ADMINISTRATIVE EXPENSES 


Traditional 


Administrative Expense 
Legal and Audit 

Bad Debts 

Collection and Exchange 
Employes Pension Trust 
Office Salaries 

Officers Salaries 

Dues and Publications 
Travel 

Mercantile Service 
Postage 

Stationery and Printing 
Telephone and Telegraph 
General Expense 

Power and Lights 


: Payroll Taxes 
Supplies Group Insurance 
Office Machine Maintenance and Rent P c 
Insurance 
Travel 
Venn ea. Rent 
Auditing Fees ee 
Dues and Publications s 
Taxes 
4, GENERAL AND ADMINISTRATIVE ExPENSES: Depreciation 


Officers Salaries 
Directors Fees 

Office Salaries 
Professional Fees 
Employes Pension Trust 
Communication Expense 
Office Supplies 


Office Machine Maintenance and Rent 


Travel 

Mailing Expense 
Building Maintenance 
Office Rent 

Payroll Taxes 

Group Insurance 
General Insurance 
Dues and Publications 
General Expenses 
Donations 

Taxes 

Depreciation 
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types of American business with interests 
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FINANCIAL AND ADMINISTRATIVE ACCOUNTING 
By C. Aubrey Smith and Jim G. Ashburne 





Reviewed by JOHN W. GLADSON 
Assistant Controller 

Esso Standard Oil Company 

New York 


A clue to one of the author's major 
views is evident from this quotation, 
“While financial accounting is chained to 
history, administrative accounting is free 
to conjecture. In fact, the utility of admin- 
istrative accounting depends in large meas- 
ure upon the discernment with which the 
accountant predicts the future, whereas the 
utility of financial accounting depends 
upon the justice of the accountant’s repre- 
sentations of the results of past actions.” 

This is a book designed to give the 
reader more than a perfunctory knowledge 
of accounting, but less than that de- 
manded of a professional accountant. It 
was not designed for the career account- 
ing student but will give him an excellent 
view of the breadth and diversity of the 
subject. It is one of the few written for 
future managers and other users of ac- 
counting data rather than the producers. 
For students, the book assumes comple- 
tion of a first-year-accounting course, but 
experienced business men would find no 
difficulty in understanding its presentation 
of underlying principles. 

The authors divide the presentation into 
three parts: 


1. Financial Accounting Concepts and 
Procedures—Nine chapters 


* Published by McGraw-Hill Book Co., Inc., 
330 West 42nd Street, New York 36, N. Y. 
$7.00. 


2. Administrative Accounting Control 
Principles, Organization, Procedures and 
Reporting—Eight chapters 

3. Federal Taxation—Three chapters 


The second section will be of primary 
interest to controllership people and other 
readers of this magazine and will be more 
comprehensively reviewed. A brief sum- 
mary of the first and third sections is given 
below prior to the review of the second 
section on Administrative and Managerial 
Accounting. 


Basics and Procedures 


The first section presents a review of the 
methods of compiling accounting data, 
classification of transactions, the design of 
records, and the structure of accounts. This 
coverage of the detailed procedures of ac- 
counting, presented largely in Chapter 2 
and, to some extent, in other chapters of 
this section, is of interest to those nonac- 
counting students and to businessmen 
wishing to read through the procedural 
basis for accounting operations. 

Chapter 4 on Underlying Concepts is 
recommended reading even for those who 
are intimately familiar with accounting 
techniques, covering as it does the going- 
concern, capital, and matching concepts 
upon which many of the accounting con- 
ventions are based. 

Very important and fundamental con- 
cepts of accounting are covered through- 
out the first section which will merit re- 
view even by controllership people and 
businessmen already familiar with the ac- 
counting processes. The concepts of ac- 
countability and its pertinence to the de- 
termination of the accounting period are 
comprehensively covered in Chapter 3. 
The description of accounting principles 
applicable to Lifo, Fixed Assets, Depreci- 
ation and Depletion, and Proprietary Ac- 
counting are discussed in excellent fashion 
in Chapters 6 and 7. 

The interpretation of financial state- 
ments and the analysis of working capital 
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are briefly but comprehensively discussed 
in Chapter 8. The authors present many 
illustrations of various ratios covering the 
significant functional relationships of the 
balance sheet. Perhaps the most important 
part of this discussion has to do with the 
analysis of working funds. This is pro- 
fusely illustrated with work sheets ex. 
plaining the techniques and prototype il- 
lustrations of different types of working 
funds analyses for different purposes. 

A very excellent coverage of the diffi. 
cult subject of price-level changes for ad- 
justment of accounting data based upon 
historical cost is given in Chapter 9. This 
presentation briefly summarizes the bases 
of the different approaches and views of 
the subject of current dollar information 
supplementing accounting statements. 


Federal Income Taxes 


The third section, consisting of three 
chapters, presents for the layman the un- 
derlying concepts of federal income taxa- 
tion for individuals, corporations, and 
partnerships. This section presents a very 
good brief coverage of the subject as a 
whole and would be of interest to those 
not closely associated with taxation who 
would like to keep abreast of current de- 
velopments. This section is included for 
orientation of the nonaccounting major 
students in universities, but provides an 
excellent coverage for small businessmen, 
investors, and others interested in under- 
standing the primary provisions of the tax 
code. 


Administrative and 
Managerial Accounting Procedures 


This is the most important section of 
the book. It will well merit considerable 
study by all levels of controllership prac- 
tice. Commencing with the explanation of 
the basis of organization for accounting 
control, the presentation ranges through 
the various aspects of operations control, 
cost control, forecasting, budgetary con- 
trol and reporting for administrative con- 
trol. The presentation is uniquely practical 
and a number of variations of the stand- 
ard concepts currently available in account- 
ing control literature are presented. There 
will be something of value in this section 
of the book for controllership people in 
actual practice. The more experienced type 
of controllership personnel will find prof- 
itable the review of forecasting and budg- 
eting techniques. Cost analysis in develop- 
ing budgets and standards is fully covered 
and shows the usual type of graphic analy- 
sis of semivariable costs which can be ap- 
propriately applied to many of the items 
of cost which have to be included in 
budgets but whose behavior at different 
volume levels is not simple to forecast. 
Considerable attention is paid to the anal- 
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ysis of distribution costs and of fixed 
costs. A full description of break-even 

oints and the effect of changes in cost on 
break-even points is presented. Illustra- 
tions and good graphic presentations high- 
light the methods of cost analysis over 
ranges of normal and near-normal activity. 

In the coverage of Organization for Ac- 
counting Control, Chapter 10, the authors 
present in brief but thorough form the dy- 
namic functions of controllership and the 
controller’s perspective with respect to 
business control. The method of operation 
of controllers in the field of staff work and 
in the reporting of policy and procedure 
deviations, recognizes the high-level ob- 
jectives of controllership. The function of 
controllers in human relations is high- 
lighted. 

In this section the various elements of 
internal control with respect to purchases, 
sales, inventories and fixed assets are de- 
scribed in their general setting in a busi- 
ness organization. A further discussion on 
internal control of cash, payroll and other 
items establishes the basic requirements of 
internal control for these items. 

Perhaps one of the main features of this 
section is Chapter 13 which covers the ad- 
ministrative accounting concepts applied 
to the costing of products manufacture. 
The procedure of manufacturing costing is 
described and the function of standards 
for raw material manufacturing expense 
is explained. Chapter 14, The Forecast 
Budget, is a condensed description of the 
full range of budget applications in a busi- 
ness and would be worthwhile reading as 
basic material for those who are engaged 
in the operation of forecasting systems. 
This section will be particularly helpful 
to those who are developing forecasting 
methods within their companies and will 
be particularly of interest to those who are 
facing the problem but have not devel- 
oped complete forecasting techniques. 

The chapter in this section which will 
probably be of most value to advanced 
controllership people is Chapter 15, Cost 
Analysis in Developing Budgets and 
Standards, to which reference has previ- 
ously been made. This chapter covers the 
normal methods of analyzing cost relation- 
ships and correlations between costs and 
volume of operations. The material is pre- 
sented in simplified form with graphic 
illustrations which permit ready compre- 
hension of the ideas. The use of these 
techniques in selling expense, distribution 
costs, and manufacturing expense is fully 
covered. 

The problem of reporting for adminis- 
trative control is covered in Chapter 16 
which discusses the different types of con- 
trol reporting together with a good expo- 
sition of the fundamentals required of a 
good management report. The technique 
of control charting to visualize the fluctu- 
ations of controllable costs is explained 
and represents a unique contribution in 
this respect. Control reporting for out-of- 
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pocket expenses, cost-sales ratios, and 
levels of marginal revenue is simply ex- 
plained. One of the basic features of this 
chapter is its analysis of volume price and 
cost variations with respect to the gross 
margin variation where the problem of 
product mixes is faced. Another distinc- 
tive feature is the explanation of the anal- 
ysis and report techniques covering Con- 
tribution Margins. 

In general the distinctiveness of this 
book lies in its brief but comprehensive 
coverage of a great many ideas which have 
applicability in controllership practices. 
Another distinctive characteristic is the 
uniqueness of some of the solutions to 
specific problems which are suggested, 
some of which are not encountered in 











other literature and which are at least sug- 
gestive of the approaches which control- 
lership people might apply in their own 
operations. Like any book which is writ- 
ten for a widely varied audience, selectiv- 
ity is required for its use by the more ex- 
perienced levels of controllership people. 
There is a considerable benefit to be 
gained by all levels of controllership in 
reviewing parts of this book with refer- 
ence to the conversion of some of the ideas 
presented into actual practice. 

Certain parts of this work will be very 
useful within controllers’ organizations 
for advancing the level of comprehension 
of certain managerial control techniques 
among the lesser experienced echelons. It 
might well be used as a training text in 


17 RULES FOR PLAIN LETTERS 


To improve correspondence and paper work in federal 
agencies, the General Services Administration has produced 
a correspondents’ manual which lays down 17 rules for better 


letters: 


For shortness: 


1. Don’t make a habit of repeating what is said in a letter you 


answer. 


No 


. Avoid needless words and needless information. 


3. Beware of roundabout prepositional phrases, such as with 


regard to and in reference to. 


4. Watch out for nouns and adjectives that derive from verbs. 
Use these words in their verb form more frequently. 
5. Don’t qualify your statements with irrelevant f’s. 


nm 
° 
x 


simplicity: 


6. Know your subject so well you can discuss it naturally and 


confidently. 


7. Use short words, short sentences, and short paragraphs. 

8. Be compact. Don’t separate closely related parts of sentences. 

9. Tie thoughts together so your reader can follow you from 
one to another without getting lost. 


Fo 


= 


strength: 


10. Use specific, concrete words. 


11. Use more active verbs. 


12. Don’t explain your answer before giving it. Give answers 
straightaway, then explain if necessary. 
13. Don’t hedge. Avoid expressions like 7t appears. 


For sincerity: 


4 


14. Be human. Use words that stand for human beings, like the 


names of persons and the personal pronouns you, he, she, 


we and so on. 


15. Admit mistakes. Don’t hide them behind meaningless words. 

16. Don’t overwhelm your reader with intensives and emphatics. 

17. Do not be obsequious or arrogant. Strive to express your- 
self in a friendly way and with simple dignity. 


The manual, which is entitled “Plain Letters,” is available 
at 30 cents per copy from the Superintendent of Documents, 
U. S. Government Printing Office, Washington 25, D. C. 
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some situations and as a refresher source 
for others. 

The authors have made a distinctive 
contribution to managerial control liters. 
ture and at the same time have presented 
uniquely a comprehensive description of 
the accounting process which can be read- 
ily grasped and used by the nonaccounting 
specialists. 


HOW TO WIN THE 
CONFERENCE* 


By William D. Ellis and 
Frank Siedel 


The thesis of the authors is that any 
conference, whether it be a chance meet. 
ing at the elevator or a formal one around 
a long table, is a contest. The authors dis. 
cuss topics; how to start the argument, 
how to keep the conference from becom. 
ing a hassle, how to make allies of the 
junior members of the conference, and 
how to watch for danger signs in a con- 
ference. 





* Published by Prentice-Hall, Inc., 70 Fifth 
Avenue, New York 11, N. Y. $3.95. 


ORAL COMMUNICATION 
IN BUSINESS* 


By David C. Phillips 


The book is based on the premise that 
the essence of effective oral communica- 
tion is the individual’s ability to say what 
he wants to say clearly and effectively in 
all speaking channels. The first half of the 
book is devoted to the essential principles 
basic to all communications situations; 
the second half to specific problems te- 
lated to such situations as conferences, in- 
terviews, meetings, sales, and radio and 
television. 


* Published by McGraw-Hill Book Com- 
pany, Inc., 330 West 42nd Street, New York 
36, N. Y. $3.75. 


OTHER BOOK ENTRIES 


CORPORATE FINANCIAL Po uicy. Third 
Edition. By Guthmann and Dougall. 
Prentice-Hall, Inc., 70 Fifth Avenue, 
New York 11, N. Y. $9.25. 


Atomic ENERGY GuImDE Book. The 
Atomic Energy Guide Letter, 1420 New 
York Avenue, N.W., Washington 5, 
DC. $7550: 


SEARCHLIGHT ON OFFICE CosT CONTROL. 
American Management Association, 
330 West 42nd Street, New York 36, 
N. Y. $1.75 ($1.00 to AMA mem- 
bers). 


THE INFLUENCE OF PLANT SIZE ON IN- 
DUSTRIAL RELATIONS. Princeton Uni- 
versity, Princeton, N. J]. $2.00. 
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The Accountant 











The accountant is the man who looks 
at a balance sheet and sees it come to 
life. The page becomes a stage in a busi- 
ness drama. His mind’s eye converts 
numerals into people who move about 
buying and selling... planning, produc- 
ing, servicing. 

He not only knows his figures, but 
gives them meaning and a sense of 
direction. He detects the flaw in mana- 
gerial methods, and has the perspective 





This advertisement is one of a series devoted to the business and professional men and women who render distinguished service to their communities. 


and experience to recommend remedies. 
He would rather be the architect of a 
growing structure than the coroner of 
a business inquest. He recognizes the 
need for a proper balance of risk and 
caution in financial management, and 
he knows better than any observer that 
the resources of his clients are meas- 
ured first in vision and skill, and second 
in capital and equipment. The account- 
ant is a product of the 20th century, 
and his aid to management 
belongs to the modern philos- 
ophy that is based on an an- 
cient principle—wisdom is 
achieved from the infinite 
pains of experience. 


Dun & Bradstreet, inc. 


OFFICES IN PRINCIPAL CITIES OF THE UNITED STATES 
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source may be. It takes an emotionally ma- 
ture person to be capable of objectivity in 
evaluating external facts and in their atti- 
tudes toward others. 

In searching for the meaning of what is 
communicated to us, we are ever seeking 
for that underlying purpose—and often 
with suspicion: Now why did he do that ? 
What is he really trying to find out ? Why 
should he say that? These thoughts are 
efforts to “read between the lines.” It is 
evidence of the search for purpose, which 
gives meaning to words and behavior. 

We even try to discover purpose by 
searching to measure what has not been 
said and what has been left undone. How- 
ever, where there is a relationship of con- 
fidence, the benefit of every doubt is ex- 
tended even when specific words used seem 
unacceptable if spoken by another person. 

Intolerance appears to be founded on 
what is not clear and seems to have no 
meaning or importance. Tolerance has 
been described as: ‘The vision that ena- 
bles one to see things from another per- 
son’s viewpoint. It is the generosity that 
concedes to others the right to their own 
opinions and their own peculiarities. It is 
the bigness that enables us to let people 
be happy in their own way, instead of our 
way. 


Bottom-up Feelings 

Subordinates rapidly lose confidence in 
their superiors if there is any doubt as to 
the sincerity of expressed feelings and in- 
tentions, such as a warm welcome to new- 
comers that quickly degenerates into a 
laissez-faire attitude; the favoring of one 
group as against another; or complete in- 


difference to serious individual problems. 
Group dynamics is an educated way of 
saying organizational politics. 

It is only by permitting freedom of ex- 
pression from the “‘bottom-up’’—some- 
times called the ‘“‘feedback’’—that we can 
expect to free the channels for communi- 
cation down. It is through the ebb and 
flow of this circuit of expression that em- 
ployes and employers know that they are 
understood. As an insurance against ac- 
cumulated grievances, there is no better 
policy. 

The building of employe confidence is 
a slow and gradual effort. It must come 
from within the organization and its man- 
agement. Legislation only confuses it, as 
so often legislation does in the many fields 
it enters. Every junction of management 
must have confidence in every other junc- 
tion before such acceptance can be ex- 
pected to permeate to the employe level. 
Sharing information should be conducted 
through “‘natural” or “customary” chan- 
nels. If they are nonexistent, they should 
be dug. It should be a method of conduct 
for the operation of the business; not an 
exciting campaign that evaporates with 
the lengthening of the program; and, not 
as an end in itself. Its effectiveness is 
measured by the understanding it creates. 


Top-down Behavior 


No matter how genuine and useful a 
management policy may be, whether writ- 
ten or spoken, it is completely ineffective 
when its pronouncement is contradicted 
by top management behavior. Inconsistent 
actions concurrent with new instructions, 
or even later, with silence at the critical 
point can make written words ridiculous. 
Top executives often do not realize that 
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their policies are contrary to their behav. 
ior. Old Benjamin Franklin had it when 
he said: “Words may show a man’s wit, 
but action his meaning.” Inconsistency be. 
tween words and deeds results in deep. 
rooted suspicion found in many organi- 
zations. People remain on the job because 
they must live. 

Consistency between management state- 
ments and management action is the ram- 
part of confidence. The purchase of new 
machinery and the pronouncement that 
wages cannot be raised are not consistent 
management action and management state- 
ments. Disagreement as to management's 
ability to reduce a sound purpose into a 
fact is a source of misunderstanding. 
Workers, our coordinates and ‘subordi- 
nates, often wonder whether representa- 
tives of management are competent. Work- 
ers, and even lower levels of supervision, 
have doubts if they see any real or appar- 
ent incompetence, even in relation to some 
small part of a management responsibility, 
that is not promptly corrected or admitted 
by management. Daily, weekly, monthly 
and periodic reports that take numerous 
man-hours to prepare are asked for by de- 
partment heads or upper executives and 
often are never read, and sometimes the 
information in them is asked for in some 
other manner. 

Autocratically minded executives are 
likely to be ineffective in conveying mean- 
ings. The process is set in motion only 
when they desire it. Even when they pro- 
fess the establishment of a common basis, 
the flow is only in one direction, such as 
speeches, public address systems, house 
organs and motion pictures. To them “co- 
operation” means getting other people to 
agree. This type of individual feels he is 
doing a perfect job when he tries to dem- 
onstrate in all that he does and says that 
he is effectively executing his responsibili- 
ties by being the prime source of group 
power and an infallible source of all 
knowledge. He cannot conceive of solicit- 
ing from his associates and assistants all 
their ideas and abilities that can be brought 
to bear on a problem or topic. Much effort 
and intelligence is lost when subordinates 
pit their wits and skills against the boss 
who belittles them. “A man convinced 
against his will is of the same opinion 
still.” 

When an executive consults subordi- 
nates in advance of a final decision, he in 
no way relinquishes his right to lead. He 
increases his chances of success in two 
ways: First—he makes use of special local 
knowledge. Second—he gives himself an 
opportunity to elicit in advance the pat- 
ticipation of those who are to act on his 
decision. This brings into play all the po- 
tential information in the situation and 
the respect accorded him by others is in- 
creased. The attempt to exert power over 
others is wasteful. It must be earned. 

(Continued on page 38) 
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AN IMPORTANT MESSAGE FROM THE SECRETARY OF THE TREASURY 


A THREE-WAY PARTNERSHIP 
THAT BENEFITS EVERYBODY 


How the public, the magazine publishers and the 


U.S. Government cooperate to help keep 


the nation’s economy growing always stronger 


S a reader of this magazine, the chances are that 
you belong to a “three-way partnership” dedi- 
cated to intelligent saving and a sound econ- 
omy. For you probably buy United States 

Savings Bonds. Nearly 40 per cent of the families in 
America own them. Most Bond-owning families have 
saved enough in this way to pay for a serious illness, 
to provide something for old age, to make a down pay- 
ment on a house or take a long trip. And perhaps most 
important, these families have the wonderful feeling of 
security that the ownership and holding of these Bonds 
bring. 

















Americans today are buying Savings Bonds at an 
annual rate of more than $5,000,000,000. In the time it 
takes you to read this page, approximately one minute, 
America will buy $10,000 worth of Series E and H 
Bonds! 

How, you may ask, did this come about? 

It came about through a great program of voluntary 
cooperation with the Treasury Department on the part 
of many groups, organizations and citizens. The maga- 
zine publishers have from the beginning been among 
the major supporters of the Bond program. They con- 
tribute millions of dollars’ worth of advertising space 
each year. 

Full credit for making Bond-buying a national habit 
is due that “three-way partnership” — the American citi- 
zen, the Government, and the volunteer groups, such as 
the magazine publishers, who bring buyer and seller to- 
gether through the pages of their publications. 

All three partners will profit further by continuing 
to help increase the nation’s saving through the sale of 
Savings Bonds. 

For so effectively promoting the national welfare I 
wish, on behalf of the Government, to extend to the 
magazine publishers our most sincere thanks. 


Shee tpnanplrsy, 


Secretary of the Treasury 


ADVERTISING SPACE CONTRIBUTED BY THE CONTROLLER 
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In his “Art of Administration,’ Dr. 
Ordway Tead believes that “the will to 
power is wholesome,” but he warns of the 
dangers of the ruthless exercise of power 
over others. He agrees with Francis Bacon: 
“The one who has power thinks he can 
command the end. Yet rarely has he the 
patience to endure the means.” Every ad- 
ministrator should remember that author- 
ity is not an attribute of the person, but 
that it belongs to the job. In the military 
the salute is given to the uniform and not 
to the person who wears it. Take the per- 
son out of the job or out of the uniform, 
and his authority vanishes. Abraham Lin- 
coln believed that nearly all men can 
stand adversity but if you want to test a 
man’s character, give him power. 


UNDERSTANDING 

Where there is harmony in an organiza- 
tion, understanding usually is working. 
The rapid give and take helps every one 
either to accept or correct the other’s an- 
swers. Words cannot be counted on by 
themselves to create action. An insight 
must be present at all junctions of super- 
vision. With communication down the 
line, it is exceedingly difficult to spark the 
moment when the subordinate and the 
worker are most receptive of an intended 
message. Management, instead of depend- 
ing on the understanding of the person- 
nel on the lower level, should reckon with 
the worker’s will to misunderstand. 

No executive likes to admit that his sub- 
ordinates hold any bad feeling toward 
him. However, it should not be taken for 
granted that every one who works for you, 
works with you. It is those at the top who 
create, consciously or unconsciously, the 
climate that is unfavorable to the growth 
of understanding. If the subordinates feel 
that there is an indifference to their inter- 
ests at the top, such misconceptions can 
distort meaning and understanding of the 
most well-intentioned statements. Even 
when statements are made in the simplest 
language and with the clearest meaning, 
there are those who will inquire: “What's 
the angle?” Progress in human relations 
among all levels of operation must wait 
upon understanding not primarily by 
workers of management, but by manage- 
ment of workers. 

It seems to be a natural reaction to men- 
tally feed on the negative. Without that 
confidence which management should en- 
gender for itself, it is frequently impossi- 
ble to believe the positive. Because man- 
agement is where it is, it is presumed to be 
very clever, and always striving for ways 


to outwit those on the lower levels. Often- 
times, the sincere executive forgets that 
the “unreasonable” suspicions of today 
may be historically well founded. In the 
minds of the workers, one sharp turn will 
be remembered for a long time. An old 
adage for selling is applicable: “Good 
will is won by many acts and lost by one.”’ 

Management may resent certain actions 
of subordinates as unfair and unreason- 
able, especially if those actions reflect the 
attitude of an old regime. Management 
should be realistic and deal with those 
wherever they exist. One prominent exec- 
utive sums it up this way: ‘“We may not 
always get the confidence that we deserve, 
but certainly we must deserve it before we 
can hope to get it.” 





“Sorry to see you leave. We'll miss you around 
here. What did you say your name was?” 


What is appreciated most by lower man- 
agement levels and the worker is not the 
written word, but the constant personal 
contact from those on the supervisory and 
higher levels. The higher the level of the 
personal contact the more impact it has 
upon those receiving it. 

It is unfortunate that top executives 
choose the locale for communicating with 
lower echelons. It invariably occurs at a 
place far removed from the surroundings 
in which the worker feels at home. Usu- 
ally it is in the private office of the V.LP. 
There he is protected from the criticism 
that circulates among subordinates and in 
the worker’s area. Most of us would attain 
to this protection if we could. If the ex- 
ecutive is honestly interested in sound 
human relationships, he will have his door 
swing in both directions, so the subordi- 
nate can walk in and the executive can 
walk out into the office, shop and store 
where the workers live. Here the execu- 
tive will meet them on their own level, 
where the employe is familiar with his 
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surroundings. There will be a greater sense 
of give and take during which the worker 
is more than likely to speak up and express 
himself, if the executive will listen. Man. 
agement should not depend on intermedi- 
aries to learn what the worker is thinking, 
It should do some first-hand visiting on its 
own account—just as Fairless and Mc. 
Donald did when they traveled around to. 
gether to the steel plants. If this had been 
a publicity stunt, the press would have 
been admitted. The press was not ad- 
mitted. 

A disconcerting emotional problem fre- 
quently develops for some subordinates 
when associating with top level individ- 


uals. The junior executive suddenly feels’ 


his inadequacy to talk with a V.I.P. This 
mental uncertainty makes him less effec- 
tive than he would be in dealing with 
persons on his own level. The junior tends 
to back away from the responsibility he 
has been given to handle. His fear of fail- 
ure causes a mental panic that makes him 
act with insecure judgment. The result is a 
withdrawal into himself by evading the 
issue. It is the top executive’s responsibil- 
ity to ease this tension—not create it. 


Grapevines 

To achieve good communications and 
establish understanding in the organiza- 
tion, top management must begin to look 
at things as they are. If it does, the grape- 
vine will be recognized as one of the most 
potent of all means of communication. It 
arises from the social and personal inter- 
ests of people, rather than the formal re- 
quirements of the organization. The grape- 
vine is faster and more direct than formal 
channels. It is just as active among man- 
agement as it is among the workers, and 
has powerful influence either for or against 
organizational objectives. It can make or 
break managers or the morale in manage- 
ment—even the entire organization. 

The grapevine is especially rapid, spon- 
taneous and flexible when news is signifi- 
cant, which means that it will undermine 
a formal communication system unless the 
formal system is kept elastic and rapid. 
The pace of the grapevine quickens when 
people feel insecure from a reported re- 
organization, probable reduction in work 
force, or changes in departmental chiefs. 
It carries rumor and distorted information 
as well as facts without any discrimination. 

Those on the grapevine cannot readily 
be held responsible for distortion and 
misrepresentation as in a formal system of 
communication. Consequently the facts 
usually receive less serious treatment and 
invariably are shaded to suit the purposes 
of the communicator. The grapevine usu- 
ally passes by managers in the lines of op- 
eration. It is not confined to formal pro- 
cedures. Executive relationships can easily 
be undermined—and are. Remember the 
best-seller ‘Executive Suite” by Cameron 
Hawley! 
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The grapevine deserves more construc- 
tive attention by management. Since it is 
active as a means of communication, it 
should be analyzed to learn how it works, 
who its key participants are, and how it 
can be adopted by management as a tool 
of accurate enlightenment of the entire 
organization. Ways should be developed 
to keep it positive rather than negative, 
because it is a part of the management 
environment. 

Studies show that the grapevine can be 
influenced because its patterns are partly 
predictable. People talk most when the 
news is recent and about things that affect 
their work. They are always interested in 
people they know and what happens to 
them, especially those working in the same 
area or chain of operation. No matter 
what the cause of the grapevine, it will 
continue—always. It represents a normal 
management-worker concern and should 
be fed a constructive diet of facts to en- 
courage healthy exercise. 


THE MYSTERY’S SOLUTION 

John Foster Dulles, Secretary of State 
and Time’s ‘“Man of the Year” for 1954, 
is a master at diplomatic opinion molding. 
Time describes him as one who recognizes 
the importance of communicating his 
ideas and policies to others and works 
hard at checking his circuits of communi- 
cations. In his early months in office, he 
would often ask associates, after a Cabi- 
net meeting or conference, whether he had 
gotten his ideas across. When he finds he 
has been misunderstood, he tries again, 
tirelessly editing his own public speeches 
and even his own thoughts. 

In the latter months of 1954 Time felt 
Mr. Dulles had gained new confidence 
because he had found the right words and 
phrases. Recent international develop- 
ments would seem to support this conclu- 
sion. His reports to the people have been 
remarkable for their sweep and clarity. 
Mr. Dulles considers these reports a key 
part of his job for one large reason: He 
believes that the citizens of the United 
States have the right and the ability to un- 
derstand his business. His total flying 
hours have demonstrated his belief in the 
eficacy of face-to-face negotiations with 
his opposites. 

So with management—it has major re- 
sponsibilities to build a smoothly func- 
tioning organization through the medium 
of keeping the facts about work and rela- 
tionships on the level that produces con- 
structive motivation. This junction is lo- 
cated where the purposes and feelings 
about work are understood and agreed to 
by the subordinates. The result is a 
strengthening of the bonds of group liv- 
ing—the basis of our economy of free 
enterprise. 

The development of specialization has 
made communication difficult in business 


(Continued on page 40) 
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Are you protected 
against the real loss? 





When vital business records go up in smoke, four out of every 
ten businesses go with them! Because fire insurance covers only 
the physical loss—just the cost of the paper itself! 


The only way to protect yourself against the real loss—the cost of 
restoring the vital information—is through VALUABLE PAPERS 
INSURANCE. 

If You Are Not Protected—ask your American Surety Agent about 
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organizations. Management, since the start 
of the industrial revolution, has placed 
great stress on the development of techno- 
logical improvement. The development of 
the human techniques and sciences that are 
responsible for operating these technolog- 
ical improvements has received little more 
than zero attention. In the last few years 
more and more of the larger corporations 
are planning for the application of human 
sciences to their operations. Experience 
has taught them that machines, methods 
and procedures will not operate efficiently 
without healthfully minded human beings 
generating right attitudes and motivations. 

Misunderstanding of fact, unsuitable 
feelings and misguided purposes are un- 
necessary barriers to understandable com- 
munication among people. Good com- 
munication depends upon a clear insight 
into what is blocking it, supplemented by 
prompt corrective action. Too many ex- 
ecutives still cling to the ancient image of 
the worker en masse instead of recogniz- 
ing him as a person with ten toes just like 
the executive. The repercussions of poor 
communication are so insidious and the 
benefits of good communication are so 
far-reaching, it is little short of reprehen- 
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sible for those “‘at the summit’’ not to 
study continually how to solve this mys. 
tery. The format used to accomplish the 
solution is secondary. 

Executives and supervisors should know 
as much about how their employes think 
as they do about how their business op. 
erates inwardly—and outwardly. Unfor. 
tunately, much of this presumed knowl. 
edge of the worker is only executive arro- 
gance. It has backfired in the face of many 
company officers—even to plant unioniza. 
tion. 

If management really wants to remove 
the roadblocks that are jamming the ay- 
enues of communication, it will build 4 
joint process of action and reaction. Man. 
agement can expect that the reaction up 
the line, as well as across the board, will 
be determined largely by the time, tone 
and amount of action that goes down the 
line. A sincere two-way communication 
not only connects all junctions of manage- 
ment, but affords an immediate reaction 
at each of those crossroads. 

Paul Talbor has provided management 
with a prescription to accomplish these 
objectives. The dosage is continuous and 
unremitting: 


R FOR EXECUTIVES 


An executive's job is to plan and supervise the work of 
others, to think for more than one, to multiply himself 


through others. 


He puts first things first and makes decisions promptly and 


clearly when problems arise. 


He is primarily a teacher and a leader, who directs with 
personal touch when problems arise. 


He shows workers how to do things easily, better, at less 


cost. 


He goes to his subordinates to make suggestions, express 


appreciation, get information. 


He invites them to confer with him and to be perfectly at 
ease, then encourages enthusiasm, initiative, thinking, and 
is receptive to new ideas whatever their source. 


He gives clear-cut instructions, and delegates authority 


with responsibility. 


He trains those under him to think and decide for them- 
selves; he avoids giving assignments beyond recipients’ ca- 


pacity to execute. 


He is paid for what he gets done as well as for what he 


does. 


An executive is ‘‘good’’ to the extent of his ability to recog- 
nize, accept, and act upon good advice. When wrong he 
admits it, and thereby grows in the eyes of his associates and 
others. His most prized possession is judgment, and judg- 


ment is the faculty of making right decisions most of the time. 
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LONG SHOTS & CLOSEUPS WITH THE CONTROLLER CAMERA 





Los Angeles, Calif. 


Homeward-bound from Los Angeles, 
with some interim points of interest sched- 
uled, were this group following the close 
of the 24th Annual National Conference 
of Controllers Institute of America held 
in L. A. early in November. 





From left to right: Mr. and Mrs. 
George W. Troost (vice president, Chrys- 
ler Corporation) of Detroit; Mr. and Mrs. 
George W. Schwarz (vice president and 
general manager, General Products Divi- 
sion, Wyandotte Chemicals Corporation 
and past national president of Controllers 
Institute) of Detroit; Mr. and Mrs. V. D. 


Hanna (assistant treasurer, Wolverine 





Spending for Industrial Relations 


Business spending on personal and in- 
dustrial relations programs is beginning 
to level off along with consumer prices, 
Dr. Dale Yoder and Roberta J. Nelson, 
of the University of Minnesota’s Indus- 
trial Relations Center, report in the No- 
vember issue of Personnel, bi-monthly 
publication of the American Management 
Association. 

The average cost per employe of provid- 
ing industrial relations staff services in- 
creased from $69.34 in 1954 to $71.47 in 
1955, according to a national survey con- 
ducted by the center. This is the smallest 
annual increase reported in the four years 
that Dr. Yoder and his staff have been 
conducting these nationwide studies. Since 
1952 such expenditures have increased ap- 
proximately 47%, but the bulk of the 
increase came between 1952 and 1954. 

These figures describe the average 
amounts, per employe, spent by firms in 
seven major industry groups for their staff 
activities in the employe relations field. 
Individual firms vary widely, from $5.68 
to $311.85 per employe, mainly because 
their programs cover differing combina- 
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tions of staff activities or functions. 
Over-all average (mean) budgets also 
vary a great deal among the several indus- 
try groups. Lowest is government, with an 
average of $34.68 per employe; highest 
is the miscellaneous group of firms, with 
an average of $118.77. The miscellane- 
ous category includes construction firms 
and others not classified under govern- 
ment; trade; manufacturing ; transporta- 
tion; other public utilities; or banking, 
finance and insurance. Nearest to the aver- 
age are manufacturing companies and 
public utilities other than transportation. 
Most expensive among personnel func- 
tions, the survey shows, is that of main- 
taining health and safety programs. The 
second most costly function is staffing; 
third is administration of employe bene- 
fits and services. Since 1952 the average 
expenditure for evaluation of the employe 
relations program (audit and review) has 
increased almost threefold. Expenditures 
for the following functions have more 
than doubled: administration, personnel 
rating, wage and salary administration, 
records and reports, and overhead. 


Tube Division, Calumet & Hecla, Inc.) 
of Detroit; Mr. and Mrs. Ralph C. Mark 
(comptroller, General Motors Corpora- 
tion) of Detroit; Mr. and Mrs. Lionel 
Sorensen (vice chairman, Kemper Insur- 
ance Company) of Chicago; and Mr. and 
Mrs. John E. Hearst (comptroller, S. S. 
Kresge Company) of Detroit; and a rep- 
resentative of Western Airlines. 





Data for the 1955 survey represent 
complete budget details from 151 firms. 
A number of others supplied partial data. 
Two thirds of the 151 firms that reported 
complete figures are manufacturing con- 
cerns. The average size of reporting firms 
is 2,790 employes, although the range is 
from less than 1,000 to 10,000 or more. 
However, approximately one third of the 
returns report only on a single division or 
plant in a multiplant organization. 





Assistant Treasurer 
for Cuban Subsidiary of nationally known 
American Corporation. 


Starting salary $12,000. Bonuses for this 
position have run $1,000 to $6,000. 


Excellent prospects for advancement in 
both the subsidiary and the parent com- 
pany. Fluent Spanish is essential. 


Please send detailed resume including 


present position and salary to 
Mailing Box Number D2200 
THE CONTROLLER 
2 Park Ave. New York 16, N. Y. 

















An Appraisal of the Economic Scene 


(Continued from page 14) 


even though elsewhere there may be acute 
bottlenecks in labor supply, in plant ca- 
pacity and in raw materials. 

Thus postwar experience indicates that 
inflation of wages, costs, and prices be- 
gins to simmer when a level of more than 
95% employment is reached. In Septem- 
ber for example, there were but 3.2% of 
the work force unemployed. Buyers of la- 
bor may be beginning to scrape the bottom 
of the barrel. At such times they tend to 
find themselves without adequate margin 
of transfer in selecting the types of skills 
and efficiency best suited to their require- 


ments. Wages tend to increase faster than 
productivity. 

Not only do high labor turnover and 
voluntary quits increase costs but there is 
the additional expense of overtime. The 
number of hours worked on the average 
in the durable goods industries in Septem- 
ber was 41.6. Anticipating such incre- 
mental costs, producers raise their prices. 
Though profits on goods already processed 
at lower costs receive a temporary fillip, 
volume dwindles as goods are priced out 
of the market. The economy hits a dip 
in the road. 





Time for 


a FRESH 


Approach? 


If you are concerned about rising 
costs, increasing competition, 
and manpower shortages, it may 
be time for a fresh approach. 

And that’s where STATISTICAL 
can help! 

If you have a tab department 
of your own, it will pay you to 
explore the experience and facili- 
ties that are available at sTATIS- 
TICAL to supplement your own 
staff and equipment. Maybe, just 
an “outside slant’’ will do the 
trick. Or your problem may be 
answered by the latest mechan- 
ical facilities maintained here. 

On the other hand, if you are 
not already using automatic 
methods, STATISTICAL service can 
help you apply the latest tabu- 


s{c 





Xx, 











lating techniques to cut clerical 
costs, increase sales and profits 
and brighten your competitive 
picture—all without increasing 
your overhead. (If you are plan- 
ning to install tabulating equip- 
ment, we’ll be glad to show you 
how.) 

It costs you nothing to talk 
over the possibilities of this serv- 
ice with one of our methods en- 
gineers. Just phone or write our 
nearest office. 


STATISTICAL TABULATING COMPANY 


Established 1933 * Michael R. Notaro, President 


NEW YORK 
80 Broad St. 
WHitehall 3-8383 


CHICAGO 
53 W. Jackson Blvd. 
HArrison 7-4500 
NEWARK 
Nat’l-Newark Bldg. 
MArket 3-7636 
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411 N. Tenth St. 


CLEVELAND 
1367 E. 6th St. 
SUperior 1-8101 


ST. LOUIS 


TABULATING 
CALCULATING 


MAin 1-7777 


TYPING 


TEMPORARY 
OFFICE 
PERSONNEL 








5. Overoptimism. One of the truisms 
of business booms and busts is that they 
usually come when least expected. Well. 
advertised recessions rarely happen. And 
so do unanimously announced booms or 
continuations of a boom. The impartial 
observer today would feel much more 
sure of continuous upward movement, jf 
only there were a small supply of bearish 
forecasts jarring business thinking into 
taking precautions, urging them to avoid 
unusually risky commitments, and to keep 
a sharp lookout. If each industrial and 
commercial and financial decision-maker 
would but use his own good judgment in- 
dependently upon the fragmentary data 
and facts indicating what lies ahead, there 
would be varying opinions. In the crucible 
of such debates cumulative errors tend to 
be eliminated. A solid basis is laid for 
wise plans of action. But unfortunately 
optimism and at times pessimism is highly 
contagious. It infects the thinking of 
many others who substitute the analysis 
of some colleague whom they greatly re. 
spect for their own independent analysis 
on the basis of the relevant facts in their 
own business. The result is an economic 
lemming effect. Herd psychology stam- 
pedes decision-makers toward overopti- 
mism and overinvestment in boom times, 
excessive Mass pessimism toward mass 
pulling in of business sails and battenin 
down of hatches when business slides of 
Once under way, such herd thinking is 
hard to head off from wreaking consider- 
able needless, bootless economic damage. 
Business history amply demonstrates that 
a downturn is nearest at hand when busi- 
ness confidence becomes so unanimous and 
boisterous that even the mention of pos- 
sible weak spots in the economy is avoided, 
derided, or suppressed. 


WHERE DO THE EXPERTS SAY WE 
SHALL BE IN FIVE YEARS? 

Although at times the rate at which 
new records are set may slow down, such 
periods of readjustment should never in- 
duce the business and government man- 
agers to take their eyes off the road some 
distance ahead. Investment programs to- 
day are determined by what the public will 
buy five, ten, and fifteen years hence. The 
future success or failure of such programs 
will depend on the relative accuracy of the 
vision and foresight which businessmen 
exercise today. 

What, then, is the outlook five years 
ahead ? 

Fortunately, one of the most eminent of 
American research foundations, the Twen- 
tieth Century Fund, has published a most 
careful study that bears directly on prob- 
able economic conditions in 1960. In a 
thick volume, 1,148 pages in length, en- 
titled ‘“America’s Needs and Resources, A 
New Survey,” a group of business econo 
mists under the leadership of Dr. J. Fred- 
erick Dewhurst, has compiled its projec: 
tions for 1960. If long-range trends of 
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growth continue, the United States in five 
years will enjoy: 

1. 69 million jobs, nearly 10% more 
than in 1954, each worker producing a 
fourth more than in 1950 with a 361,- 
hour week and 10% higher real wage. 

2. A population of 177 million people 
with 50% more school children than five 
years ago and 35% more persons over 70 
years of age. 

3. A gross national product of $413.5 
billion, or one-sixth higher than last year, 
over 5% higher than at present. 

4. A gross capital investment of $62.5 
billion or 37% higher than last year, 
though only 4% above present levels. 

5. An electric power output of 1,400 
billion kilowatt hours, a figure 314 times 
the output of 1950. 

6. An average family income before 
taxes of $6,180 and a spendable per- 
household income of $5,600 a year, up 
5% from last year. 

7. A total consumption up 24.1% with 
aitlines doing 187.4% more business, 
schools an 101.4% increase, medical in- 
surance up 60.6%, foreign travel 53.7% 
higher, recreation 36.3%—and soon. 

To many, these figures may appear to 
picture an unrealistic Utopia. But Fred 
Dewhurst and his associates of the Twen- 
tieth Century Fund have had that accusa- 
tion thrown at them before when ten 
years ago they made a forecast for 1950. 
The postwar boom by that time had actu- 
ally gone 70% beyond the estimates de- 
tided as visionary in 1945. Perhaps when 
1960 rolls around, the actual performance 
of the economy will again exceed the ex- 
pectations set forth by the corps of experts 
that published their second estimate of 
America’s needs and resources. 

At any rate their estimates are the best 


_ available and merit most careful, open- 


minded consideration. There is little doubt 
that they can be attained, provided both in 
business and in government there be con- 
tinued alertness, repeated scientific ap- 
praisal, and prompt action to use the many 
tools for achieving sustained stability and 
gtowth that have been forged in the last 
25 years. Flexible monetary, budget and 
tax policies, encouragement of higher liv- 
ing standards, enforcement of the anti- 
trust laws, and above all rigorous atten- 
tion to the development of all the pro- 
ductivity of which our superb man- 
power and natural resources are capable— 
coupled with wise economic statesmanship 
both in business and in government—will 
catty this nation forward to a $400 bil- 
lion level in a couple of years and a $540 
billion level by 1965. 





WHEN YOU NEED FACTS ON 


Pensions... Profit-Sharing and Group 
Insurance Plans 
Write for list of our publications 
Charles D. Spencer & Associates, Inc. 
166 W. Jackson Blvd., Chicago 4 
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How XEROGRAPHY 
cuts duplicating costs *250,000 a year 


at C H RYS LE R CORPORATION 


SPEEDS 
PAPERWORK 





DO YOU KNOW... 


Xerography copies onto 
paper masters and 
metal plates for 


SPEEDING PREPARATION OF... 
ENGINEERING DRAWINGS * OFFICE AND FACTORY FORMS + 


TECHNICAL REPORTS * TOOLING AND DRAFTING MANUALS « OFFSET 
Duplicatin 
DEALER BULLETINS * PRESS RELEASES * and many others <a pe 


translucent inter- 


7 ee = = » cles aS 7 -lectrostatic copy- : 
Versatile xerography—the clean, fast, dry, electrostati py nadidionte 


ing process—is saving Chrysler Corporation $250,000 a year! DIAZO 
Multiple copies of engineering drawings, technical reports, Printing 
office and factory forms, correspondence, tooling and draft- iussinaslie 
ing manuals, financial and operating statements, dealer bul- osiaieeane 
etins, press releases, and many others are run off on offset SPIRIT 
duplicators from inexpensive paper masters quickly pre- (and other fluid-type) 
pared by xerography. Among Chrysler Corporation’s accom- duplicating 
plishments was the reduction of all its central engineering Copies 
drawings onto offset paper masters by xerography. Drawings HALFTONE 
were reduced to 12” x 18” size from sizes up to 24” x 36”. & LINE 


subjects onto paper 


Xerography does in a few minutes what used to take hours. 
masters for offset 


It eliminates errors and proofreading because it is photo- 


exact. Documents of all kinds are duplicated at impressive duplicating 

savings in time and money. UP TO 
XeroX® Copying Equipment is widely used in business, EIGHT 

industry, and government for all types of paperwork applica- COPIES 


including a paper 
master or translucent 
intermediate can be 
made from one xero- 

graphic exposure 


tions. Let us show you what it can do for you! 


W P for proof of performance folders showing how compa- 
nee nies of all kinds, large and small, are cutting duplicat- 


ing costs and speeding paper work with xerography. 





THE HALOID COMPANY 


56-70X HALOID ST., ROCHESTER 3, NEW YORK 
BRANCH OFFICES IN PRINCIPAL U.S. CITIES AND TORONTO 


-XEROGRAPHY 


(ZE-ROG-RA-FEE) 
_ The fastest, cheapest, most versatile way to make masters 
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Corporate Pension Fund Assets 

The first detailed survey ever made of 
corporate pension funds shows that these 
funds had $11.2 billion in assets at the 
end of 1954, according to the SEC. The 
SEC covered only those funds not placed 
in insurance companies and the Institute 
of Life Insurance reports that insurance 
companies had reserves of $9.8 billion 
against more than 17,000 corporate pen- 
sion funds at the end of 1954. 

The SEC survey shows that assets of the 





CONTROLLERSHIP INFORMATION SERVICE = 
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noninsured pension funds have grown 
from $6.4 billion at the end of 1951 to 
the present total with almost the entire in- 
flow of funds invested in corporate se- 
curities. Of the new funds, $3.1 billion 
was invested in corporate bonds and $1.4 
billion in stocks. Most of the rest of the 
funds’ assets is invested in U.S. Gov- 
ernment Securities. Other highlights of 
the SEC survey are: 

1. Only $321 million was invested at 
the end of 1954 by pension funds in the 


A digest of information developed by 
CONTROLLERSHIP FOUNDATION 
in answer to a reader's inquiry 
SELECTED REFERENCES ON EXECUTIVE DEVELOPMENT 
* Indicates available from Controllership Foundation Library 


THE CONTROLLER 

* Executive Development Facilities by 
A. V. MacCullough, March 1953, p. 117. 

* Evaluation of Executive Training 
Courses by A. V. MacCullough, May 
1954, p. 224. 

* Planned Executive Development by 
James C. Worthy, June 1951, p. 261, 
(Sears Roebuck program—Part I of III). 

* Testing Promotable Employes by 
James C. Worthy, July 1951, p. 310, 
(Sears Roebuck program—Part II of II). 

* Executive Inventory Control by James 
C. Worthy, August 1951, p- 359, (Sears 
Roebuck program—Part III of III). 


AMERICAN MANAGEMENT ASSOCIATION 

* Management Development in Action, 
Personnel Series #148, 1952. 

* Practical Approaches to Supervisory 
and Executive Development, Personnel 
Series #145, 1952. 

* Case Studies in Management Devel- 
opment: Theory and Practice in Ten Se- 
lected Companies (Management Educa- 
tion for Itself and Its Employes, Part III), 
AMA Special Report, 1954. 

* The Development of Executive Tal- 
ent, AMA Special Report, 1954. 

* Current Practice in the Development 
of Management Personnel, Research Re- 
port #26, 1955. 





THE CONTROLLER.............. 


HARVARD BUSINESS REVIEW 

* Executive Development: In-Company 
vs. University Programs by Melvin An- 
shen, September/October 1954, p. 83 
(Bell System). 


ADVANCED MANAGEMENT (Society for 
Advancement of Management) 

* The Climate for Growth by H. H. 
Carey, September 1955, p. 13. 

Building Executives for the Future, No- 
vember 1952. 

Developing Executives by On-the-Job 
Training, May 1951. 


SOCIETY FOR ADVANCEMENT OF 
MANAGEMENT 
Programming for Executive Develop- 
ment, SAM Annual Proceedings, 1951. 
Executive Training and Development, 
SAM Proceedings, 1950. 


NATIONAL INDUSTRIAL CONFERENCE 
BOARD 

Executive Development Courses in Uni- 
versities, National Industrial Conference 
Board Studies in Personnel Policy No. 
142. 


HARVARD UNIVERSITY PRESS 
* How to Increase Executive Effective- 
ness, ed. Edward C. Bursk, 1953. 
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stock of their own companies and this 
amount was concentrated in “relatively 
few funds.” 

2. Income from interest and dividends 
of 1954 covered all benefit disbursements 
and expenses besides. This income totaled 
$379 million while benefits were $318 
million. 

3. Between the years 1951-54 em. 
ployers contributed about $10 to the funds 
for every dollar contributed by employes, 

4. Common stocks are carried at cost, so 
the total assets of the funds and the rela. 
tive share of them in common stocks are 
probably somewhat higher than the figures 
show because of the rise in the stock 
market. 


This Electronic World 

The Wall Street Journal, now pub- 
lished in five cities, is using an Electro. 
Type Setter to move news material and 


market quotations from the central han. f 


dling point in New York to the other 
four publishing cities. Skilled operators in 
New York, ‘‘typing’’ on special keyboards, 
translate news stories into a narrow per- 
forated paper tape. 

This tape is fed into machines which 
duplicate the original tape at the other 
printing plants. The duplicate tape at 
these plants is then fed into a device which 
operates type-setting machines. This elec. 
tronic method of news transmittal reduces 
the time lag between getting the news and 
delivering it to readers, and also minimizes 
human error in the type-setting process. 

The Electro-Type Setter, which was de- 
signed and produced by the Jowrnal’s own 
engineering department, has been per: 
fected in two years of use at the paper's 
publishing centers. 


A New York brokerage house, Francis 
I. du Pont and Company, has installed an 
IBM 650 to mechanize the calculation of 
margin accounts. The new machine, using 
punched cards indicating the closing prices 
of stocks, determines for each account such 
things as the market value of its holdings, 
debit balance, and the amount of margin 
(or cash) required to maintain the hold- 
ings. 


Service Awards 


A survey of company practices on setv- 
ice awards, conducted by the Associated 
Industries of Cleveland, demonstrates how 
businessmen in one area are meeting this 
situation. “Old-Timer’’ clubs, keys and 4 
special “Old-Timers” dinner are staple. 
A gold engraved watch is still popular but 
there is a growing trend toward cash 
awards. A majority of the awards are 
made after 25 years of service, although 
a few companies give some sort of recog: 
nition after five years of service. 
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“The international exchange of techni- 
cal information is no new thing,” writes 
Harold C. McClellan in an article on ‘The 
Technical Assistance Program” in the De- 
cember 1955 issue of the News Bulletin 
of the Institute of International Educa- 
tion. The Assistant Secretary of Com- 
merce for International Affairs discusses 
technical interchange from an _ historical 
and from a policy-planning point of view. 
Mr. McClellan was president of the Na- 
tional Association of Manufacturers in 
1954. 

Technical interchange is not new, Mc- 
Clellan states. ““What is new in our time 
is the development of national and inter- 
national programs to facilitate, increase, 
and speed up this interchange. To the ex- 
change of technical information as an in- 
evitable incident of travel, trade and in- 
vestment have been added programs for 
the exchange as a matter of deliberate na- 
tional and international policy.” 


Are such programs desirable? 


How practical is the mass production 
approach to the problem of technical ex- 
change? 


McClellan weighs these questions in his 
statement on technical assistance. ‘“Know- 
how which previously took years or even 
decades or centuries to find its way around 
the world, now is frequently diffused in a 
matter of weeks or months. We have all 
gained from this exchange,” declares Mc- 
Clellan. ‘It has resulted in a tremendous 
stimulation of technical discovery. The 
technicians of one country add to the in- 
genuity of the inventors and technicians 
of other countries. By this process, the 
world’s stock of technical know-how is en- 
larged.”” 

Explorers, casual travelers, missionaries, 
soldiers, diplomats have all been agents 
of this natural interchange of technical 
knowledge. But, McClellan reports, “by 
far the most important carriers of know- 
how have been businessmen. The ancient 
trade routes, the Arabic caravans and 
modern trade channels have in turn con- 
tributed to the international dissemina- 
tion of technical know-how. In our own 
day, the knowledge of electronic and met- 
allurgical processes is exported along with 
the export of goods.” 

Now with technical interchange a mat- 
ter of deliberate national and international 
policy, McClellan observes, “we are de- 
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Exchange of Technical Information 


liberately trying by forced draft methods 
and on a mass production basis to further 
a widespread diffusion of technical knowl- 
edge.” 

“The development of deliberate pro- 
grams based upon national and interna- 
tional policy raises problems many of 
which were not present under the more 
natural and casual process of earlier 
years.” 


Is it desirable to export technical 


knowledge? 


Doesn't technical assistance involve giv- 
ing up our national birthright? 


Why should the United States share its 
know-how in production and marketing of 
all kinds with any other country? 


Are we not thereby merely inviting 
stronger competition? 


McClellan has a threefold answer to 
this series of questions. First, the inter- 
change of technical know-how increases 
the stock of such knowledge available to 
all. Second, economic progress elsewhere 
does not endanger us. “Quite the contrary, 
the evidence is overwhelming that our best 
markets are found in the economically 
stronger and more progressive countries.’ 

Third, U. S. technical assistance pro- 
grams are part of the Government's en- 
deavor to increase international under- 
standing by multiplying contacts between 
our people and the people of other coun- 
tries. “One iron foundry technician work- 
ing along with people engaged in that 
business in India may be more useful in 
spreading an understanding of the United 
States and its way of life than a whole 
corps of diplomats.” 





McClellan raises other questions about 
technical assistance programs: 


How practical is the mass production 
approach to the problem of technical ex- 
change? : 


Can information of this type be im- 
parted on a wholesale basis? 


Is this type of education perhaps neces- 
sarily a retail one? 


There is need for continual re-examina- 
tion of methods. ‘In some situations, the 
most feasible approach may be to send 
technicians abroad. In others, it may work 
better to have trainees come here, or go 
to Puerto Rico or to Japan. In some situa- 
tions, a team of American businessmen 
may be able to go abroad and help impart 
knowledge of production or distribution 
methods. In others, it may be more desira- 
ble to bring teams of foreign businessmen 
to this country for a similar purpose.” 

It is also important not to try to do too 
much too fast. “Tractor agriculture can- 
not quickly be developed in a society 
which has not yet learned the plow. The 
dissemination of technical information is 
a cultural problem as well as an educa- 
tional problem.” 

In his concluding paragraphs McClel- 
lan notes that one of the basic reasons for 
developing national and international pol- 
icies and programs of technical assistance 
is that the geographic scope of interchange 
by natural processes tended to be some- 
what limited. “Those areas which we now 
call underdeveloped did not acquire tech- 
nical information to the same: extent as 
did the more developed parts of the 
world.” 
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Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


TOP MEN ... 

Russell R. Malik (#4614-1949) is now 
president of Sun Electric Corporation, 
Chicago, Illinois. He was formerly execu- 
tive vice president. . . . Forest D. Rich- 
ardson (#4262-1948) was elected presi- 
dent and general manager of the Red 
Wing Potteries, Inc., Red Wing, Minne- 
sota. Mr. Richardson has been a director 
of the company since 1952 and has been 
controller and secretary of the S. B. Foot 
Tanning Co., Red Wing, since 1946... . 
A. Gordon Patterson (#3030-1944), pres- 
ident, the Electric Controller & Manufac- 
turing Co., Cleveland, Ohio, has been 
elected president of the Square D Co. of 
Detroit, the surviving firm in the recent 
merger of the two companies. 





MR. MALIK 


NEW CONNECTIONS ... 

Gerald C. Weiland (#6122-1954) is 
now controller of Hexcel Products, Inc., 
Oakland, California. He was formerly 
controller of California Container Cor- 
poration, San Francisco. . . . J. R. Kiess- 
ling (#5378-1951) has joined Seabrook 
Farms Company, Bridgeton, N. J., as con- 
troller. He has been treasurer of Com- 
stock Foods, Inc., Newark, N. Y.... 
Paul B. Kennedy (#6095-1954), formerly 
assistant treasurer and secretary, Belknap 
Mfg. Co., Bridgeport, Conn., now holds 
the post of controller of Techbuilt, Inc., 
Cambridge, Mass. 

P. M. Dollard (#3145-1944) is vice 
president and general manager of Adel 





THE CONTROUER.............. 





MR. RICHARDSON 


Precision Products, Division of General 
Metals Corporation, Burbank, California. 
His former connection was the Gaunt Dis- 
tributing Company, Twenty-nine Palms, 
California. ... W. M. Stout (#5721- 
1952) recently resigned as controller of 
Clearing Machine Corporation, Chicago, 
Ill., to accept the duties of treasurer with 
the Thrall Car Manufacturing Company, 
Chicago Heights, Ill... . Duncan S. 
Lennox (#3895-1947) has changed his 
affiliation from the Cooke Trust Co., Ltd., 
Honolulu, Hawaii, where he was vice 
president, to the Hawaiian Electric Supply 
Company of the same city, where he is 
now controller. 

Herman Weitzner (#6351-1954), con- 
troller, Best Markets, Inc., Philadelphia, 
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Pa., is now controller of Dilbert Brothers, 
Inc., Brooklyn, N. Y. . . . James E. Mc- 
Donald (#5654-1952) has accepted the 
position of controller of the Metro Glass 
Co., Inc., Jersey City, N. J. He was for- 
merly controller of Ralph C. Coxhead Cor- 
poration, Newark, N. J. ... John F. 
McKee (#3887-1947) recently resigned 
the position of controller of Continental 
Electric Equipment Company of Cincin- 
nati, Ohio, to accept the position of finan- 
cial analyst with Crosley and Bendix 
Home Appliance Division, Avco Manu- 
facturing Company of the same city. . . . 
Peter Guy Evans (#2260-1942), formerly 
a CPA and attorney, New York, is now 
controller, treasurer and a director of Free 
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Sewing Machine Company and Apsc 
Products Inc., Los Angeles, Calif. He 
served as a member of the Excess Profits 
Tax Council, 1946-1950, and as technic] 
adviser to the Commissioner of Internal 
Revenue in Washington, D. C. 

Robert Purcell (#5144-1951) is now 
vice president-secretary of the Siegler 
Corporation, Chicago, Ill. He was for. 
merly executive vice president of Nesco, 
Inc., Milwaukee, Wisconsin. . . . Frap. 
cisco J. Arteaga (#5003-1951) has 
changed from comptroller of Central Vic. 
toria, Inc., San Juan, P. R. to Central 
Coloso, Inc., as assistant treasurer and 
assistant comptroller. Mr. Arteaga is pres. 
ident of the Puerto Rico Control of Con. 
trollers Institute. . . . Glenn H. Carlson 
(#6217-1954), formerly comptroller, the 
Minneapolis & St. Louis Railway Com. 
pany, Minneapolis, Minn., has joined 
Minneapolis Northfield and Southem 
Railway of the same city as auditor of 
Disbursements. 

William M. Hannah (#6561-1955) has 
accepted the position of assistant control- 
ler of Ekco Products Company, Chicago, 
Ill. He was formerly controller of the 
Nesco Division, New York Shipbuilding 
Corp., Milwaukee, Wis. . . . Marshall E 
Dunn (#5555-1952) is now a principal in 
Burdsall, Dunn & Co., certified public ac. 
countants, Compton, California. He was 
formerly with the Monterey Oil Com. 
pany, Long Beach, Calif. 


PROMOTIONS .. . 

Ray A. Scott (#6479-1955), assistant 
comptroller, Northwest Bancorporation, 
Minneapolis, Minn., to comptroller. . . . 
William J. Matthews, Jr. (#3660-1946), 
secretary and treasurer, American Zinc, 
Lead & Smelting Co., St. Louis, Mo., to 
vice president and treasurer. . . . in the 
same company, Clarence V. Burns (#1141- 
1938) from assistant secretary and as- 
sistant treasurer to vice president and 
controller. 

Francis L. Dabney (#1929-1941) from 
assistant secretary and treasurer, the Bul- 
lard Company, Bridgeport, Conn., to sec 
retary-treasurer. He succeeds Arthur E 
North (#144-1932) who has retired. . . . 
Raymond A. Hoffmaster (#5337-1951), 
secretary-assistant treasurer and controller, 
Cheney Brothers, Manchester, Conn., now 
secretary and treasurer. 

Jorge Camunas (#5001-1951), comp- 
troller, Corona Brewing Corporation, San- 
turce, Puerto Rico, has been promoted to 
general manager. . . . Robert Reede, con- 
troller and credit manager, Julius Wile 
Sons & Co., New York, is now vice presi- 
dent and controller. 

Arthur Surkamp (#2266-1942), vice 
president, United States Rubber Company, 
New York, retired from active manage: 
ment on December 31, 1955 but will con- 
tinue as a director and member of the Fi- 
nance Committee. He has been succeeded 
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MR. KELTON 


as vice president, chairman of the Finance 
Committee and member of the Executive 
Committee by Herbert M. Kelton (#4411- 
1948), who has been serving as treasurer 
of the company. Mr. Kelton, who was also 
elected a ya has been succeeded as 
treasurer by Frank C. McGrath, who has 
been an assistant treasurer of the organiza- 
tion since 1942. 

Mr. Kelton joined United States Rubber 

in 1929 as manager of the audit section, 
comptroller’s department. He was made 
eneral auditor of the company in 1940 
and elected treasurer in 1949. He is a 
former president of Tax Institute, Inc. 
and is currently assistant treasurer of Con- 
trollers Institute of America. 

Mr. Surkamp is a member of the Ad- 
visory Council of Controllers Institute and 
a trustee of Controllership Foundation, 
Inc., research arm of the Institute. 


NEW APPOINTMENTS .. . 


Ben R. Shaver (#2743-1943), secretary- 
treasurer, American Air Filter Company, 
Louisville, Kentucky, has been made vice 
president and treasurer of the company 
and Earl G. Mason (#1619-1940), assist- 
ant secretary-treasurer, has been named 
secretary. . . . Walter E. Lucie (#6523- 
1955), controller since 1954 of Revere 
Corporation of America, Wallingford, 
Conn., has been elected to the office of as- 
sistant treasurer. 

Frank Borst (#4266-1948) has been 
elected treasurer of Phillips-Jones Corpo- 
ration, New York. He was formerly comp- 
troller... . Sidney Fread (#3835- 
1947), treasurer, International Latex 
Corp., Playtex Park, Dover, Delaware, 
has been elected controller of Joseph E. 
Seagram & Sons, Inc., New York. He 
succeeds Herbert P. Brown, recently ap- 
pointed to the company’s advisory board. 
... Joseph H. Detweiler (#5299-1951), 
secretary-treasurer Argus Cameras, Inc., 
Ann Arbor, Mich., is now vice president 
and treasurer. 


ADDITIONAL DUTIES FOR... 
Benjamin F. Cutler (#2279-1943), treas- 
uretr, Royal McBee Corporation, New 
York, who is now vice president-treasurer. 
-.. William P. Quan (#6328-1954), 
comptroller, Franklin Supply Company, 
Chicago, Ill., who has had secretary and 
director duties added to his present title. 
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. . » William B. Carr (#5946-1953), for- 
merly comptroller, Provident Trust Com- 
pany of Philadelphia, Pa., is now vice 
president and comptroller. 

Abraham A. Vogel (#4058-1947), con- 
troller since 1949 of Emerson Radio and 
Phonograph Corporation, New York, has 
been elected a vice president and retains 
his controllership duties as well... . 
Joseph A. Braun (#5074-1951) control- 
ler, McCormick & Company, Inc., Schil- 
ling Division, San Francisco, Calif., is 
now vice president and controller... . 
Elmer O. Bischoff (#4440-1948), control- 
ler, Grede Foundries, Inc., Milwaukee, 
Wis., has been elected assistant secretary 
and assistant treasurer in addition to his 
duties as controller. 


NEW DIRECTORS... 

Marshall B. Nunlist (#3801-1946), vice 
president-finance of R. Hoe & Co., Bronx, 
N. Y.... W. E. Parry (#700-1936), 
controller and assistant treasurer, Ander- 
son, Clayton & Co., Houston, Texas. . . . 
L. M. Elliott (#2683-1943), vice president, 
McCord Corporation, Detroit, Mich. . . . 
C. R. Fay (#3408-1945), vice president 
and comptroller, Pittsburgh Plate Glass 
Co., Pittsburgh, Pa. 


EXTRACURRICULAR ACTIVITIES .. . 
The following members of the San 
Francisco Control of Controllers Institute 
participated in the Western Regional Cost 
Conference of the National Association of 
Cost Accountants held in San Francisco, 
California, in December: Thomas W. Par- 
ham (#4084-1947) served as general 
chairman of the Conference Committee; 
these served as chairmen of Committees: 
John A. Beckett (#6705-1955), Speakers 
Hospitality; William R. Thomas (#5752- 
1952), Arrangements; Kenneth R. Rickey 
(#6655-1955), Publicity; these served on 
the various Committees: Leonard A. Doyle 
(#6727-1955), Program; George H. 
Schreiner (#6717-1955), Finance; Os- 
wald Nielsen (#5517-1952), Student Par- 
ticipation and Karl E. Jankowski (#5054- 
1951), Arrangements. The following 
were speakers: Charles R. Israel (#1419- 
1939) of the Indianapolis Control of 
CIA, national president of NACA, lunch- 
eon speaker on “Accounting Beacons for 
Management’; J. F. Thompson (#3879- 
1947) spoke as part of a team from Fibre- 
board Products, Inc., discussing “Budget- 
ing and Reporting for Managerial Con- 
trol”; John C. C. Byrne (#3780-1946) of 
the Los Angeles Control, was chairman of 
the group discussion held for Mass Pro- 
duction Industries—Durable Goods. 
Designed, compiled and edited by Ceil 
Smith Thayer, assistant editor of THE 
CONTROLLER, is a new book entitled 
“Antique, Modern and Swash.” It is the 
first book in English that brings together 
in one work the many scattered details of 
the role of women in the graphic arts and 
was published by the Club of Printing 
Women of New York in commemoration 
of its 25th Anniversary. Mrs. Thayer is a 
past president of the Club. The book 
covers more than four centuries of activity 
of women in printing and the allied arts. 














ANALYSIS 


OF 
Corporate Insurance Programs 
(INCLUDING GROUP) 


We Do Not Sell Insurance 


W. T. CHAMBERLAIN INC. 


103 Park Avenue, New York 17, N. Y., Murray Hill 3-2942 


COLORADO INDIANA MICHIGAN NEW YORK 

CONNECTICUT KENTUCKY MINNESOTA OHIO 

ILLINOIS MARYLAND NEW JERSEY PENNSYLVANIA 
WISCONSIN 























TWO INFORMATIVE BOOKLETS 


The Controller 
Reports to Management 


Improving Profit 
through Cost Control 


$1.00 each 


(Add city sales tax if for 
New Yark City delivery) 


Address orders to 


CONTROLLERS INSTITUTE 
Two Park Avenue, New York 16, N. Y. 














*OPPORTUNITIES* 


EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 


RATES: $5.00 per inch or fraction thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number. Closing date 10th of preceding month. 


Address box number replies to THE CON- 
TROLLER, Two Park Avenue, New York 16, 
N. Y. Replies will be forwarded. 





HELP WANTED 


New England rubber manufacturer, employ- 
ing approximately 350, has opening for a 
comptroller. Applicant should have degree in 
accounting and industrial experience, han- 
dling pay roll, production control, purchas- 
ing, budgeting and general accounting. Box 
2199. 








SITUATIONS WANTED 
FINANCIAL EXECUTIVE 


desires change. Outstanding performance in 
20 years’ diversified experience, including top 
responsibility for financial, accounting, tax, 
insurance and business matters. CPA, B.S.C. 
degree. Present position secretary, treasurer, 
and business manager of medium-size south- 
western company. Mature, energetic, effective. 
Salary open. Box 2197. 
CONTROLLER-ASST. TREASURER 

Twenty-four years in industrial and public ac- 
counting; financial and corporate accounting; 
budgets, taxes, cost systems and procedures; 
government contracts, office management. Age 
40. BBA degree, married; desires New Eng- 
land job opportunity. Box 2198. 








MISCELLANEOUS 


ELECTRONICS 

Learn how to program business problems such 
as payroll, accounts receivable, and inventory 
control for electronic computers. Send for 
free information describing our Home Study 
Course—'‘Programming for Business Com- 
puters.”” Business Electronics Inc. Educational 
Department, Box 3330 Rincon Annex, San 
Francisco 19, California. 








NOTE: THE CONTROLLER reserves the right to ac- 
cept, reject or censor classified copy and takes no re- 
sponsibility for the people contacted through this col- 
umn nor does it guarantee any item bought or sold. 
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RETIREMENTS .. . 

Charles L. Nielson (#4983-1950), for- 
merly controller, American Export Lines, 
New York, was recently elected financial 
vice president, secretary and_ treasurer, 
succeeding Charles J. Kinney (#2867- 
1944), who is retiring. . . . T. J. Heard 
(#2915-1944), a veteran of 45 years of 
service in an executive capacity with the 
natural gas industry retired as secretary of 
Arkansas Louisiana Gas Company, Shreve- 
port, La., on December 1. . . . George 
T. Challoner (#3043-1944), vice presi- 
dent, Federal Pacific Electric Co., San 
Francisco, Calif., retired in November. 


SPEAKERS ...... 

I. Wayne Keller (#6397-1954), control- 
ler, Armstrong Cork Co., Lancaster, Pa., 
will serve as a speaker at an American 
Management Association orientation semi- 
nar, January 30-Feb. 1 in New York. This 
classroom-style meeting will deal with 
converting to a direct cost system... . 
Thomas L. Morison, CPA (#5088-1951), 
vice president, secretary and treasurer of 
the Bentley School of Accounting and Fi- 
nance in Boston, Mass., was the principal 
speaker at the regular monthly meeting of 
the Springfield, Mass., chapter of NACA 
in December. He spoke on ‘Accounting 
and Inventory Control for the Small Busi- 
nessman.” Mr. Morison is currently chair- 
man of the Education Committee of the 
Massachusetts Society of Certified Public 
Accountants. ...M. M. Hargrove 
(#5439-1951), dean of the College of 
Business Administration, Tulsa Univer- 
sity, Tulsa, Okla., spoke on “Training the 
Industrial Accountant’? at the December 
1955 meeting of the Oklahoma City chap- 
ter of NACA. 





Obituary 


KarL W. BAUER (#4682-1949), vice 
president of the Puerto Rico Control of 
Controllers Institute of America, died op 
November 27, 1955. He was 55. 

Mr. Bauer was formerly associated with 
the Banco Popular de Puerto Rico, Sap 
Juan, P. R., as auditor and comptroller, 





J. FREDERICK WOESSNER, SR., control. 
ler since 1949 of Great Lakes Carbon Cor. 
poration, New 
York, died at the 
company’s offices 
after a heart at- 
tack on Decem- 
ber 6, 1955 at 
the age of 55. 

Prior to join- 
ing Great Lakes, 
Mr. Woessner 
was employed as 
assistant auditor 
in 1927 by Kop- 
pers Company, 
Pittsburgh, Pa. From 1932-1942 he was 
with Pittsburgh Coke and Chemical Com. 
pany as treasurer, assistant secretary and 
controller. From 1942-1947 he was em- 
ployed by Carnegie-IIlinois Steel Corpora- 
tion, successively holding the positions of 
audit supervisor, general works auditor 
and first assistant controller. From 1947- 
1949 he was associated with Radio Cor- 
poration of America, Victor Division, 
Camden, N. J., as assistant to the vice pres- 
ident. 

At the time of his death, Mr. Woessner 
was a member of the national Admissions 
Committee of Controllers Institute. 





J. F. WOESSNER, SR. 


Profit Planning Under Automation (Continued from page 22) 


is, deferring the outlay of cash for equip- 
ment allows the cash to be used to advan- 
tage elsewhere. 

Finally, maximum profit as determined 
above does not indicate whether it is suf- 
ficient to warrant the investment in this 
particular project. If other projects are 
available, it is prudent to invest the avail- 
able funds in the projects that will yield 
the highest rate of return. This is also 
true for alternative combinations of equip- 
ment used in maximizing the profits of a 
particular project. 

The rate of return as calculated by the 
discount cash flow method lends proper 
weight to these factors and puts them in 
their proper perspective. 

In answering the question of how much 
automation, analysis of the changing cost 
patterns serves as an aid in determining 
the lowest total manufacturing costs. Its 
primary functions are to weed out unsat- 
isfactory combinations of equipment and 
to spotlight the effect of volume variances 
for rate of return analysis. 





CONCLUSION 

Automation is a potent force in our 
economy today. It shows promise of be- 
coming an even more powerful instrument 
in the future. Proper use of this tool will 
determine whether some manufacturers 
remain competitive or cease to exist. 

Haphazard planning for automation 
may lead to conditions of excessive in- 
ventories, high manufacturing costs, of 
inadequate capacities. Comprehensive plan- 
ning by integrating marketing, engineer- 
ing, and finance programs with manu- 
facturing is the keystone of maximum 
benefits from automation. 

The extent that any product or plant 
adopts the automatic approach to manu- 
facturing depends upon the maximum 
profits to be expected for a determined 
period of time. It is a result of determin- 
ing the total revenue and selecting the 
combination of manufacturing methods 
that produce the desired volume of goods 
at the lowest total cost. 
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